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British, American and Russian Relations 


“WE ALL HAVE MUCH TO LEARN” 
By WINSTON CHURCHILL, Former Prime Minister of Great Britain 
Delivered at a dinner given in his honor by the City of New York, March 15, 1946 


THINK I must regard this wonderful gathering, the 
like of which I have never seen surpassed, as the cul- 
mination of my rest cure in the United States. It has 

given me keen pleasure to meet again here so many friends 
and comrades of the days of war, yes, and going right back 
to the war before that, and to receive from the distinguished 
speakers tributes far above my deserts and tributes to my 
country which are precious to me beyond words to express. 
How I wish that we could confine ourselves to glorifying 
the great victories and deliverances of the past, but as Roose- 
velt said in a famous phrase, we live in times of unending 
challenge, and the price of freedom is eternal vigilance, and 
I must not only express my rejoicing for what all that our 
gathering here means in regard to the past, but deal with 
some of the problems which beset us at the moment. 

When I spoke at Fulton ten days ago I felt it was neces- 
sary for some one in an unofficial position to speak in arrest- 
ing terms about the present plight of the world. I do not 
wish to withdraw or modify a single word. I was invited 
to give my counsel freely in this free country and I am 
sure that the hope which I expressed for the increasing as- 
sociation of our two countries will come to pass, not because 
of any speech which may be made, but because of the tides 
that flow in human affairs and in the course of unfolding 
destiny of man. 

The only question which in my opinion is open is whether 
the necessary harmony of thought and action between the 
American and British peoples will be reached in a sufficiently 
plain and clear manner and in good time to prevent all 
chance of a new world struggle or whether it will come 
about, as it has done before, only after that struggle has 
begun. 

| remain convinced that this question will win a favor- 
able answer. I do not believe that war is inevitable or im- 
minent. I do not believe that the rulers of Russia wish for 
war at the present time. I am sure that if we stand together 
calmly but resolutely not of national interests or ambitions, 


not of narrow interests but in defense of those ideals and 
principles embodied in the charter of the United Nations, 
we shall find ourselves sustained by the overwhelming assent 
of the peoples of the world, and that, fortified by this ever- 
growing moral authority, the cause of peace and freedom 
will come safely through and we shall be able to go on with 
the noble work—in which the United States has a glorious 
primacy—of averting famine, of healing the awful wounds 
of Hitler’s war and rebuilding the scarred and shattered 
structure of human civilization. 


“FEARLESS EXERTIONS” 


Let me declare, however, that the progress and freedom 
of all the peoples of the world, under a reign of law, en- 
forced by a world organization, will not come to pass, nor 
will the age of plenty begin, without the persistent, faithful, 
and above all fearless exertions of the British and American 
systems of society. 

In the last ten days the situation has greatly changed as 
the result of decisions which must have been taken some time 
ago. Instead of a calm discussion of broad and long-term 
tendencies we now find ourselves in the presence of swiftly- 
moving events which no one can measure at the present. I 
may be called upon to speak about the new situation when 
I get back home. 

There are, however, a few things which I am bound to 
say tonight lest a good cause should suffer by default. If 
any words that I have spoken have commanded attention, 
that is only because they find an echo in the breasts of those 
of every land and race who love freedom and are the foes 
of tyranny. I certainly will not allow anything said by 
others to weaken my regard and admiration for the 
Russian people. It is my earnest desire that Russia should 
be safe and prosperous and should take an honored place in 
the van of the world organization. 

Whether she will do so or not depends only on the de- 
cisions taken by the handful of able men who, under their 
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renowned chief, hold all the 180 million Russians, and many 
more millions outside Russia, in their grip. We all remem- 
ber what frightful losses Russia suffered in the Hitlerite 
invasion and how she survived and emerged triumphant from 
injuries greater than have ever been borne by any other 
community. There is deep and widespread sympathy through- 
out the English-speaking world for the people of Russia and 
an absolute readiness to work with them on fair and even 
terms to repair the ruin of the war in every country. If the 
Soviet government does not take advantage of this sentiment, 
if on the contrary they discourage it, or chill it, the re- 
sponsibility will be entirely theirs. 

There is, for instance, a very good way in which they 
could brush aside any speeches which they dislike. It is a 
way which is open to them now in the next fortnight. The 
British government, of which I was the head, signed a treaty 
with Russia and with Persia [Iran] solemnly undertaking 
to respect the integrity and sovereignty of Persia and to 
evacuate that country by a certain date. This treaty was 
reafirmed at Teheran by the tri-partite agreement signed by 
the head of the Soviet government, by the late President 
Roosevelt and by me. 

In fulfillment of this agreement the United States and 
the British have already left that country. But now we are 
told that the Soviet government, instead of leaving, are 
actually sending in more troops. Now, this is one of those 
cases for which the United Nations Security Council was 
especially devised, and I am very glad to read in the news- 
paper and there’s an awful lot in the newspapers and an 
awful lot that is very accurate, that the Soviet representa- 
tives will attend the meeting of the Security Council which 
is to take place on March 25. 

By all means let the matter be thrashed out there and 
let respect be shown, even by the greatest or most deeply 
interested powers, to the conclusions of the Security Council. 
In this way the reign of world law and the international 
foundations of enduring peace would be immeasurably con- 
solidated. 


Russia’s Position STRONG 


There is no reason why Soviet Russia should feel ill-re- 
warded for her efforts in the war. If her losses have been 
grievous, her gains have been magnificent. Her two tre- 
mendous antagonists, Germany and Japan, have been laid 
low. Japan was overthrown almost entirely by American 
arms. Russia recovered almost without striking a blow all 
that she lost to Japan forty years ago. In the west the Baltic 
states and a large part of Finland have been reincorporated 
in Russia. The Curzon line is no longer questioned. Then 
we come to the Straits of the Dardanelles. I welcome the 
Russian flag on Russian ships on the high seas and oceans. 
I have always told our Soviet allies that Great Britain would 
support the revision of the Montreux convention about the 
Straits. 

At Potsdam the Americans and British offered to Russia 
joint guaranty of the complete freedom of the Straits in 
peace and war, whether for merchant ships or ships of war. 
To this guaranty Turkey would gladly have subscribed. But 
we were told that that was not enough. Russia must have 
a fortress inside the straits from which she could dominate 
Constantinople. But this is not to keep the straits open but 
to give power of closing them to a single nation. This is 
out of harmony with the principle urged by the United States 
representatives of the freedom of the great waterways of 
Europe, the Danube, the Rhine and other rivers which run 
through many countries. At any rate, there was the offer 
and I have no doubt it is still open, and if Soviet Russia 
still persists in putting pressure on Turkey, the matter must 


in the first instance be pronounced upon by the United Na- 
tions Security Council. Thus early will come a very great 
test for the world organization on which so many hopes are 


founded. 


It has been frequently observed in the last few days that 
there is a great measure of misunderstanding. I entirely 
agree with that. Could you have a greater example of mis- 
understanding than when we are told that the present Brit- 
ish government is not a free democratic government because 
it consists only of the representatives of a single party, where- 
as Poland, Romania, Bulgaria and other countries have the 
representatives of several parties in their governments? But 
this also applies to the United States, where one party is in 
office and wields the executive power. But all this argu- 
ment overlooks the fact that democratic governments are 
based on free elections. The people choose freely and fairly 
the party they wish to have in office. They have every right 
to criticize that party, or the government based upon it, and 
can change it by constitutional processes at any time they 
like or at frequent intervals. 

It can hardly be called a democratic election where the 
candidates of only one party are allowed to appear and where 
the voter has not even the secrecy of the ballot to protect 
him. 

These misunderstandings will be swept away if we get 
through the present difficult period safely and if the British, 
American and Russian peoples are allowed to mingle freely 
with one another and see how things are done in their re- 
spective countries. No doubt we all have much to learn 
from one another. I rejoice to read in the newspapers that 
there never were more Russian ships in New York Harbor 
than there are tonight. I am sure you will give the Russian 
sailors a hearty welcome to the land of the free and the home 
of the brave. 


AncLo-U. S. RELATIONS 


Now I turn to the other part of my message—the message 
I have to give in the closing years of my life. I mean the 
relations between Great Britain and the United States. On 
these the life and freedom of the world depend. Unless they 
work together in full loyalty to the charter the organization 
of the United Nations will cease to have any reality. No 
one will be able to put his trust in it, and the world will 
be left to the clash of nationalisms which have led us to two 
frightful wars. I have never asked for an Anglo-American 
military alliance or a treaty. I asked and I ask for some- 
thing different, and in a sense I asked for something more. 
I asked for fraternal association, free voluntary fraternal 
association. 

I have no doubt that it will come to pass as surely as 
the sun will rise tomorrow. But you do not need a treaty 
to express the natural affinities and friendships which arise 
in a fraternal association. On the other hand,,it would be 
wrong that the fact should be concealed or ignored. Noth- 
ing can prevent our nations drawing ever closer to one an- 
other and nothing can obscure the fact that in their har- 
monious companionship lies the main hope of a world instru- 
ment for maintaining peace on earth and goodwill to all men. 


GRATITUDE FoR HOSPITALITY 


I thank you profoundly for all your gracious kindness and 
hospitality to me during this visit I have paid to your shores. 
Mine is not the first voice raised within your spacious bounds 
in the course of freedom and of peace. Nor will it be the 
last that will be encouraged by the broad tolerance of the 
American people. 

I come to you at a time when the United States stands 
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at the highest point of majesty and power ever attained by 
any community since the fall of the Roman Empire. This 
imposes upon the American people a duty which cannot be 
rejected. With opportunity comes responsibility. Strength 
is granted to us all when we are needed to serve great causes. 

We in the British Commonwealth will stand at your 


side in powerful and faithful friendship and in accordance 
with the world charter; and together I am sure we shall 
succeed in lifting from the face of man the curse of war and 
the darker curse of tyranny. Thus will be opened ever more 
broadly to the anxious toiling millions the gateways of happi- 
ness and freedom. 


Military Strength of the United States 


FORCE THE SERVANT NOT MASTER OF REASON 


By JAMES F. BYRNES, United States Secretary of State 
Delivered before the Society of the Friendly Sons of St. Patrick, New York City, March 16, 1946 


E Americans realize that the victory over the Axis 

was not an American victory alone. The victory 

was won by the peoples of many countries welded 
together in a powerful alliance. But as Americans we are 
proud that we contributed mightily to the defeat of the 
Fascists and Nazis in Europe and that we played the major 
part in the defeat of Japan. 

Irish Americans in turn are aware that the blows struck 
by America were struck by Americans of every race and 
faith. But we of Irish blood take honest pride in the num- 
ber of Kellys and Burkes and Sheas whose names appear in 
the war’s roll of honor. 


These Irish lads came from the cities and the farms, from 
the factories and the fields. They came to the decks of our 
ships, to the cockpits of our planes, and to the turrets of our 
tanks. ‘They came to the landing barges and to the foxholes. 
And when their guns and the guns of their comrades began 
to sound, it became certain that victory would be ours. 


‘Tonight time does not permit me to recite to you Friendly 
Sons of St. Patrick the names and deeds of these Irish 
heroes. But their names and deeds will not soon be for- 
gotten and there will be many an opportunity for more 
gifted Irish tongues to tell the tales of their gallantry. 

| know that in these troubled days you are more anxious 
to look to the future than to the past—to consider what we 
must do now in order to insure that the sacrifices of these 
men have not been in vain. 

Consequently, I desire to return to a subject to which I 
referred two weeks ago, the military strength of the United 
States. 

We Americans love peace. We are a nation of civilians, 
not soldiers. It is fundamental to our system of govern- 
ment that military authority be subordinate to civilian au- 
thority. 


Even in the midst of total war, we have maintained this 
principle. ‘The American soldiers and sailors who made 
military history from New Caledonia to Tokyo and from 
North Africa to Berlin were not professional soldiers and 
sailors. ‘They were civilians in uniform. 

This is a fine tradition. Having preserved it in war, we 
should not relinquish it in peace. 

The problem is how to reconcile our civilian traditions 
with the necessity to maintain our military strength at a 
level to match our responsibilities in the world. 

No nation is more willing than the United States to par- 
ticipate in any reasonable plan for the general reduction of 
armaments. But while other nations remain armed, the 
United States, in the interest of world peace, cannot disarm. 


PaciFist SENTIMENT 


Between 1918 and 1941 there grew up in this country 
an important body of pacifist sentiment. The dominant 
theme of this movement was that the way to end war was 
not to prepare for war. It was argued that plain men the 
world over hated war and that there would be no more war 
if all these plain men simply refused ever to fight again. 

If the United States were to scrap all its armaments and 
completely demobilize its Army and Navy, it was said, the 
force of its example would compel the rest of the world to 
follow suit. The peaceful instinct which underlay this point 
of view is an admirable one. The trouble with the idea is 
that it does not work. 

Without consciously deciding to do so, we actually tried it. 
By the time the Nazis attacked Poland in 1939 we had per- 
mitted our armed strength to dwindle to token proportions. 
When the war came and the realization slowly grew upon 
us that we would not be spared, we regretted that we were 
not prepared. The political parties then indicted each other 
for the lack of preparedness. The argument was no sub- 
stitute for weapons. 

We learned that the example of weakness set by the 
United States did not compel Italy and Japan and Germany 
to follow suit. On the contrary, our weakness incited them 
to ever bolder aggressions. Only the accidents of history 
gave us two years in which to prepare before the blow fell 
at Pearl Harbor. 

Not REapy 


Those two years were not enough to repair the damage. 
We were not ready on Dec. 7, 1941, and the consequence 
was that brave men died to regain the ground we could not 
hold in the first weeks of war. 

This tragic experience makes us realize that weakness in- 
vites aggression. Weakness causes others to act as they 
would not act if they thought that our words were backed 
by strength. 

Today there is grave danger that the sense of relief which 
accompanies the end of the war may cause us once again to 
do unwittingly what we would never do consciously. 

No one in or out of Government desires to extend for a 
single day more than is necessary the enforced separation 
of men from their families and from their peacetime business 
or employment. 


But those who bear the responsibility for the security and 
welfare of the nation are alarmed at the possibility that 
sufficient numbers of physically fit men will not be available 
to replace those who have earned the right to return to their 
homes. 
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SELECTIVE SERVICE 


This is true now while the Selective Service Act is still 
in effect. If the act is permitted to expire on May 15 of this 
year, the situation will become critical. It is imperative 
that the act be extended at least for the period in which the 
Army and the Navy have the multiple responsibility for the 
occupation of Germany and Japan, for the protection of 
our surpluses overseas, for the continuing defense of the 
United States, and for the fulfillment of our commitments 
under the charter. 


It is even more important, in the long run, that we have 
at all times a reserve of trained men who can be called upon 
in case of need. 


A number of methods have been proposed for obtaining 
this trained reserve. As Secretary of State, I desire to em- 
phasize my whole-hearted and unequivocal endorsement of 
that proposal for universal military training. 

It may be that the system proposed can be improved upon 
with experience in its administration. It is probab:c that as 
the years go by the system can be adapted to the demands 
of education and civilian employment in ways which will 
minimize friction and disruption in private lives. The im- 
portant thing, however, is to get started with the plan, and 
to get started now. 


An intelligently organized and administered system of 
universal military training will not undermine the Ameri- 
can tradition of the subordination of military authority to 
civilian authority. 

As for the effect of the training upon the boys, I can see 
no cause for alarm. It is not realistic to say, as some do, 
that a period of military training will turn our spirited and 
independent young men into unthinking brutes. 


If we are to take the word of the old-timers among the 
master sergeants and chief petty officers, American recruits 
have always displayed a phenomenal capacity to withstand 
education in the military way of doing things. 

If we need fear anything about the effects upon our boys 
of a brief period of military training, it is that they will 
learn too little about being soldiers and sailors rather than 
too much. 


If we are agreed that it is necessary for the United States 
to preserve an adequate degree of strength, it is well to re- 
member that the only real alternative to universal military 
training is the maintenance of a large professional standing 
Army and Navy. This is an alternative which experience 
has shown to be a threat to civilian Government. It is an 
alternative which we should accept only as a last resort. 


A system of universal training will keep our armed forces 
from becoming fixed in their ways and habits. Teachers fre- 
quently learn from their pupils. Youngsters will not readily 
respond to training in methods which they know to be out- 
moded. Our defense in the modern world depends upon the 
mobility and flexibility of our armed forces and their ability 
to make use of and keep up with the advance of science. 


Mayor CHANGE IN Our SOcIETY 


It must be acknowledged that universal military training 
involves a major change in our society. Consequently, the 
people of the United States have a right to know the pur- 
poses to which this reserve military strength might some day 
be put. This is a fair question. It deserves a fair answer. 

The answer is simple. The United States is committed 
to the support of the charter of the United Nations. Should 
the occasion arise, our military strength will be used to 
support the purposes and principles of the charter. 


I cannot emphasize too strongly that the United States 
looks to the United Nations as the path to enduring peace. 


We do not propose to seek security in an alliance with 
the Soviet Union against Great Britain or an alliance with 
Great Britain against the Soviet Union. 


We propose to stand with the United Nations in our 
efforts to secure equal justice for all nations and special 
privilege for no nation. 


We must maintain our strength, therefore, for the primary 
purpose of preserving and using our influence in support of 
the charter of the United Nations. We will not use our 
strength for aggressive purposes. Neither will we use it to 
support tyranny or special privileges. 

I do not desire to conclude on a somber note. I firmly 
believe that the difficulties confronting the world, although 
they are serious, can be solved if all of us approach those 
difficulties in a spirit of conciliation and good-will. 

There are powerful currents loose in the world today. 
But the currents of life cannot be stopped in their courses. 
We live in a moving and changing world. 

There is no reason to fear an open and vigorous contest 
between our conception of democracy and other political 
faiths. The voice of democracy is as thrilling today as it 
was yesterday. In a conflict of ideas we can be supremely 
confident of victory. 

The important thing to remember is that a war of ideas 
is not won by armies. In international life there can be 
progress without war if reason and not force is recognized 
as the test of progress. 

The basic purpose of the United Nations is to make force 
the servant and not the master of reason and to reject the 
ancient and discredited doctrine that might makes right. 


After every great war there comes a period of anticlimax 
and disillusionment. Those who fight together expect, when 
the fighting is over, too much from one another and are 
inclined to give too little to one another. 


Expect THE MILLENNIUM 


Those who have won the victory expect the millennium 
and feel that they should have the fruits of victory without 
further effort. 


They forget that victory in war can only give the oppor- 
tunity that would otherwise be denied, to live and work 
for the fruits of peace and freedom. 


Having been forced to fight for military victory, they 
sometimes think that whatever they want should be taken 
by force instead of making their claims the basis for peaceful 
negotiation. 


It takes time to pass from the psychology of war to the 
psychology of peace. We must have patience as well as 
firmness. We must keep our feet on the ground. We can- 
not afford to lose our tempers. 


I am deeply convinced that the peoples who fought to- 
gether for freedom want to live together in peace. I am 
deeply convinced that the peoples of the United Nations 
are sincerely committed to the Charter. 

There are always some of little faith, some who still be- 
lieve that they cannot get their due except by force. There 
are others who still believe that ancient privilege will yield 
to nothing but force of arms. 

But with firmness in the right not as we alone see it, 
but as the aggregate sentiments of mankind see it, and with 
patience and understanding we must and shall achieve a 
just and enduring peace for ourselves and all nations. 
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The Outlook for Peace 


SOVEREIGNTY MUST GIVE WAY TO LAW 


By J. WILLIAM FULBRIGHT, United States Senator from Arkansas 
Delivered before the Canadian Club, Ottawa, Canada, March 5, 1946 


R. PRESIDENT, Mr. Chairman, and gentlemen, 

I consider it a real privilege to have this oppor- 
F tunity to speak to, and to visit with, the members 
of the Canadian Club of Ottawa. It is scarcely necessary 
for me to tell you of the admiration and profound respect 
which the people of my country entertain for the people of 
Canada. ‘The fact is that we feel so close to you that it 
rarely occurs to us even to think about international or for- 
eign relations with Canada. As friends and neighbors, we 
don’t think of you as foreign at all. In casual conversation 
with some of your citizens, I find you have many of the 
internal characteristics of my country—States’ rights and 
sectionalism, 

In spite of our familiarity with some of your products, it 
is amazing how little our people in the United States know 
about Canada. Many still think you are an oppressed colony 
of King George—they are not sure whether it is the III 
or the VI. 

It was suggested that I discuss today some aspect of inter- 
national relations. All that I shall attempt today is to make 
a few observations about international affairs which | think 
appropriate for the consideration of those gentlemen in gov- 
ernment who determine policy on the highest level. 

Under our system the Senate can merely advise—cannot 
control our foreign policy directly. It may not be amiss to 
remind you that we do not have a parliamentary system such 
as you have, and our Chief Executive is not directly subject 
to the control of our Congress, although under our Consti- 
tution Senators do have a right to offer advice to the Presi- 
dent. Sometimes we even offer advice to diplomats. 

When a great struggle is over, there is always some meas- 
ure of disillusionment, a let-down, a taste of ashes in the 
mouth. Peace seems, to some, a pale, undramatic disappoint- 
ing thing when the ghastly exhilaration of war fades into 
the past. It is then that unity falls away like a husk and 
divisions deepen. It is then that with unseemly haste we 
seek to forget the war; to forget the sacrifices of those young 
men, for whom subconsciously we all feel a responsibility. 
It was in just such an atmosphere that 25 years ago we made 
the decisions which resulted in the recent catastrophe to our 
civilization. It is when it appears that we are unable to 
learn the lesson of those two wars that sometimes I think 
the human race is determined to commit suicide. 

I may be unduly pessimistic, but it is difficult for me to 
see the pattern of a happy future in the atomic bomb, jet- 
propelled airplanes, Mr. Stalin’s latest 5-year plan, and our 
own vacillation on critical This morning’s paper 
didn’t add anything to my confidence. It is true that we 
survived the first meeting of the UNO without drawing 
pistols or knives, although at times it looked as if that might 
happen. I confess that to me the future is not an open book, 
and it is with a profound feeling of inadequacy that I offer 
any suggestions about international policy. The only premise 
that | feel certain about in these remarks is that if we follow 
a policy now, similar to that which we followed after the 
last war, the result is likely to be the same. In other words, 
what I really am suggesting is that something different be 
attempted. We have had alliances before, we have had 
leagues of nations, and treaties of peace; 1 should like some- 


issues, 


thing new. If it is impossible on a universal level, then on a 
more restricted basis. 

Relative to the communities of peoples of Europe and 
Asia, we in the New World are young, but that does not 
necessarily mean that we have nothing to offer that old and 
despairing world. It may well be that our very inexperience, 
our unawareness of the futility of former efforts to prevent 
war, will permit us to have the boldness and originality es- 
sential to the creation of a world of peace and decency. It 
could be that our detachment from the strife and misery of 
Europeans will enable us to see the lesson of history more 
clearly and objectively than those bewildered people, and 
from that lesson to formulate a solution to the problem that 
confronts us. Perhaps we may be like the young man Fuller 
wrote about when he said: 


“History maketh a young man to be old without 
wrinkles or grey hairs: privileging him with the experi- 
ence of age, without either the infirmities or inconveniences 
thereof. * * * QOyJd actions return again, furbished 
over with some new and different circumstances.” 


It is my hope that we can furnish something new to our 
present circumstances. 

My own thoughts about something different center around 
the first principle of the San Francisco Charter which states 
that “The Organization is based on the principle of the 
sovereign equality of all its members.” If this principle 
means that the first concern of the Organization is the 
preservation of absolute national sovereignty, as that term is 
traditionally understood, then it is dificult for me to believe 
that anything new or different has been added. If all our 
future conferences and treaties are to be restricted to the 
development of agreements for which there are no sanctions 
other than the immediate national interests of each sovereign 
state, as interpreted by officials temporarily occupying posi- 
tions of power, I can see little reason to hope that nationalism 
will not again erupt into war. And if the atomic scientists 
have not misled us, an atomic war is scarcely designed to 
invigorate our civilization. I can see no reason to believe 
that, if nations are left free, as they have been in the past, 
to act in accord with what they conceive to be their imme- 
diate self-interest, in each instance, they will not drift into 
another war and probably a little sooner than they used to. 
As Secretary Byrnes put it, ““We do not want to stumble 
and stagger into situations where no power intends war, but 
no power will be able to avert war.” 

Statesmen, or perhaps I should say officials, often speak 
glibly of outlawing this or that practice among sovereign 
nations, as if such a statement had some profound meaning. 
Law as among sovereigns is a misnomer. By law I mean 
those rules that apply to people rather than states. It is, I 
submit, the sovereignty that must give way to law if anything 
different is to come out of the UNO. 

The fundamental principle upon which all successful com- 
munities of peoples have been founded is law. Law in the 
early family and tribe, just as it is in this Nation today, 
merely meant rules of conduct to which all were subject, and 
which were enforceable by the collective might of the com- 
munity. Without these rules of conduct, there was chaos; 
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every man against every other man. Without these rules 
there could be no commerce, no security of the person, no 
peace, no opportunity for progress or decency of any kind. 
Without these rules of conduct we were similar to, if not 
worse than, the animals in the forest. 

If it be true that there can be no lasting peace among 
men, without law, then our policy should be clear. Rules 
of conduct can be established over peoples in two ways; 
either by force or by agreement. ‘To do it by force means 
persistent and successful warfare until one nation imposes 
its will on all others. For you Canadians, or for us in the 
United States, this policy is unwise. It is contrary to our 
traditions, it has little chance of success, as the Germans have 
shown us twice, and it is abhorrent to most of us. To do it 
by agreement is in accord with our traditional beliefs and 
practices. If I should select one outstanding characteristic 
of English-speaking peoples, it would be their ability to 
create, and to abide by, rules of conduct based upon justice. 
In view of our long and successful experience in the art of 
government by law, it seems to me to be our particular re- 
sponsibility to assume the leadership and to exert all our 
influence toward the creation of rules of conduct applicable 
to all peoples. The logical subject matter for a beginning is 
armaments, including the atomic bomb. The machinery to 
begin with may be created by relatively simple amendments 
to the Charter of the United Nations. The modification 
of the veto provisions and the delegation of certain rule- 
making powers to the UNO would go far toward the ac- 
complishment of our purpose. 

I quite agree with what I am sure is in the minds of many 
of you, that it is all very well to talk of rules of conduct, 
but under the present unsettled conditions in the world it is 
not very practicable, or hopeful of immediate accomplish- 
ment. That view has new emphasis from your own recent 
experiences. My point is that granted that we are unable 
to obtain law at the moment, I think it is highly important, 
nevertheless, that we recognize that law is our ultimate 
goal. I object to the first principle of the UNO because 
it denies in effect the goal which I believe constitutes the 
principal hope for lasting peace. I object to the principle 
because it reaffirms and approves the doctrine of national 
sovereignty which is inconsistent with binding rules of con- 
duct and a denial of the principle of the fraternity of the 
human family. If I could feel confident that we are agreed 
that our ultimate purpose is the establishment of universal 
rules binding upon the peoples of the earth, then I should 
have much more enthusiasm for the solution of the imme- 
diate problems which confront us. 

On last Wednesday, in the Senate of the United States, 
Senator Arthur Vandenberg, one of, the powerful advocates 
of the United Nations, delivered a most admirable speech 
in defense of the first meeting of the Organization in Lon- 
don. On the following Thursday evening Secretary of 
State Byrnes made a notable statement to the Overseas Press 
Club in New York. Both of these speeches reaffirmed our 
allegiz 1ce to, and our belief in, the United Nations Organ- 
ization. Both speeches have been interpreted as being tact- 
ful, but firm, warnings to Russia not to go too far in the 
expansion of her power over neighboring states. As a result 
of Russia’s unilateral action in Iran, in Manchuria, and 
eastern Europe the notion has grown that we must be more 
firm, some say tough, in our attitude toward Russia. 

This reaction is quite natural and I suppose is in accord 
with the traditional concepts of international diplomacy. 
The trouble with it is that it is too much like our traditional 
diplomacy. There is nothing new in it. It merely empha- 
sizes the fact that the world is made up of dynamic units 
called sovereignties which have no rules to control their 


chaotic and conflicting impulses. A short time before the 
initial meeting of the UNO Prime Minister King of Canada, 
Mr. Ernest Bevin, and Mr. Anthony Eden had on different 
occasions alluded to the question of sovereignty and suggested 
that the time has arrived to consider the abrogation of na- 
tional sovereignty. These three statesmen recognized that 
some modification of extreme nationalism is essential if we 
are to establish any effective rules applicable to all peoples. 

It was disappointing to me that at the meeting in London 
this enlightened suggestion was not pursued further. So 
far as I know, no further mention was made of it. Never- 
theless, in Mr. Byrnes’ speech on last Thursday night at 
several points he referred to law, I quote: 

“Unless the great powers are prepared to act in the de- 
fense of law the United Nations cannot prevent war.” 

At another point he said: 

“Our power thus maintained cannot and will not be used 
for aggressive purposes. Our tradition as a peace-loving, 
law-abiding, democratic people should be an assurance that 
our force will not be used except in the defense of law.” 

And a third time he said: 

“Great powers as well as small powers have agreed under 
the United Nations Charter not to use force or the threat 
of force except in defense of law and the purposes of the 
Charter.” 

I have puzzled my brain at some length trying to deter- 
mine just exactly what the Secretary meant when he used 
the word “law.” In the absence of any previous expression 
on the part of my Government, that it has seriously contem- 
plated any abrogation of its classical sovereignty, I have 
concluded that he referred to the obligations under the 
United Nations which are subject to the veto of the inter- 
ested parties, and are not subject to the compulsory jurisdic- 
tion of any court. Regardless of his meaning, it is apparent 
that he did not intend in this off-hand way, to introduce 
anything new or revolutionary into the theory of interna- 
tional politics. I wish that he had. 

In spite of this disappointment, I think Mr. Byrnes’ speech 
had merit to it. He recognized plainly the necessity for 
maintaining a proper balance of power among the great 
nations, and by implication he pledged the United States 


to maintain that balance. One of the most significant state- 


ments was as follows: 

“The present power relationships of the great states pre- 
clude the domination of the world by any one of them. 
Those power relationships cannot be substantially altered 
by the unilateral action of any one great state without pro- 
foundly disturbing the whole structure of the United Na- 
tions.” 

In a later passage he referred to the source of our most 
profound anxiety in these words: 

“Though the status quo is not sacred and unchangeable, 
we cannot overlook a unilateral gnawing away at the status 
quo. The Charter forbids aggression and we cannot allow 
aggression to be accomplished by coercion or pressure or by 
subterfuges such as political infiltration.” 

These are rather strong words and are completely opposite 
to the situation in the Middle East and also in eastern Eu- 
rope. I think it is obvious that until this gnawing away 
is stopped and the world has a breathing spell in which to 
gather its strength and get its bearings, it is futile to think 
of creating any genuine law among nations. And yet until 
we are able to agree upon rules governing at least the pro- 
duction of atomic bombs, there can be little confidence in our 
security. 

With the first meeting of the UNO past, and these two 
expressions from responsible leaders in my country, it is my 


























































war 


fest an chet Pe 


apis rar hrs! 











360 


Vital Speeches of the Day 





hope that the great powers will now proceed to the settle- 
ment of the most pressing problems confronting us. The 
first and foremost problem that must be settled, if the bal- 
ance of power is not to be irreparably upset, is the rehabili- 
tation of western Europe. If western civilization is to play 
its proper role in the world of the future, it is essential that 
it be stabilized politically and revitalized economically. The 
political decisions about Germany and the Ruhr should be 
concluded without further delay. The final determination 
of Italy’s fate shculd likewise be settled. While I hope 
wise decisions may be made in these questions, still the un- 
certainty and confusion in these countries are so great that 
it may well be that more harm will result from delay than 
from a bad decision. It is only natural that from continuing 
confusion there should develop some form of dictatorship 
or communism rather than government by the people them- 
selves. 

The same observation may be made regarding the Middle 
East and the Far East. Authoritarin control of these areas 
by determined minorities is the probable result of a pro- 
longed period of uncertainty. No arrangements for orderly 
trade or commerce can be made under such conditions and 
government by the peoples concerned can scarcely be ex- 
pected to develop. The balance of power between the demo- 
cratic west and the Communist east is exceedingly difficult 
to maintain if some order is not brought into these areas. 
It is in these areas that I should like to see greater respon- 
sibility given the UNO. If an intelligent use of the trustee- 
ship machinery could be made it should answer the mutual 
fear and suspicion of contending parties. If a solution is 
sought by each party acting alone, it is inevitable that each 
should think the other is gnawing away at the status quo. 
The settlement of the critical points of conflict should be 
on a multilateral basis instead of the traditional formula of 
every nation for itself. 

If 1 may be permitted one further observation about Sec- 
retary Byrnes’ speech, there is one passage which, if con- 
curred in by the other members, may prove to be significant. 
That passage concerned the action of Britain and France 
after the Russian veto of the American resolution on Syria 
and Lebanon in which he said: 

“This indicates that the mere legal veto by one of the 
permanent members of the council does not, in fact, relieve 
any state, large or small, of its moral obligation to act in 
accordance with the purposes and principles of the Charter.” 

Thus in a few words the Secretary seems to say that, in 


spite of the absence of law in the technical, legal sense, there 
is a moral law superior to the sovereignty of the constituent 
national States, and that he considers the nations bound to 
act in accordance therewith. If the conscience of mankind is 
sufficiently sensitive to this challenge, then there is, indeed, 
hope for a better day. But it is difficult to believe that our 
conscience is this sensitive until we give better evidence of 
our willingness to make real sacrifices for the accomplish- 
ment of our principles. We in the United States especially 
since the end of the fighting have not demonstrated a will- 
ingness to bear the burdens of leadership. We cannot go 
back to business as usual while the world is starving. There 
is a lack of substance to our fine words when everyone knows 
that we have demobilized haphazardly and so rapidly that 
we have little available power to back up those words. 
Power without principles of justice is tyranny. Principles 
without power is futility. If we are to lead this world 
along the path of peace and justice, we must couple power 
with principle within the framework of a living vital United 
Nations. 

In the hard world of practical politics many people are 
inclined to think that everything that is not for the imme- 
diate, tangible advantage of one’s own people is idealistic 
and impractical. Those of us who advocate establishment 
of law applicable to peoples rather than nations are usually 
said to be dreamers and do-gooders. I believe the truth is 
exactly the opposite—law is the most practical, hard-headed, 
realistic solution. 

In conclusion may I say that I am in thorough agreement 
with Senator Vandenberg and Secretary Byrnes that the 
world’s best hope is in making the UNO work. I believe 
it can be made to work, but it will not work of itself. There 
are several very good reasons why Canada and the United 
States should take the lead in making it work, especially by 
bringing to it the traditions and practices which we have 
developed through many years of self-government. We are 
really the favored nations of this earth. We are the heirs 
of all that is best of western civilization. We have suffered 
relatively less than any of the major combatants in this war. 
We have more to lose from continuing chaos or from an- 
other war than any people on earth. In short, we have the 
power and we have every reason to exercise a determined 
and effective leadership in the creation of a new order on 
this earth, an order based upon law and justice. The real 
question for us is, Do we have the will to pull ourselves 
together and do it? 


How Long Will the American 
Republic Endure? 


AN AMERICAN DECALOGUE 
By DANIEL L. MARSH, President, Boston University, Boston, Mass. 


Delivered at the midwinter graduation exercises of Boston University, Boston, Mass., January 19, 1946 


HE French Historian, Guizot, once asked James 

Russell Lowell, “How long will the American Re- 

public endure?” Lowell replied, “As long as the 
ideas of the men who founded it continue dominant.” 

What were those ideas? Do they still dominate the minds 
of our citizens? Suppose we were as zealous to perpetuate 
those ideas as the ancient Israelites were to perpetuate the 
monotheistic faith, and suppose someone should deliver to the 
Americans a decalogue framed with the purpose of perpetuat- 


ing the American Republic, what form would it take? If I 
were challenged to fashion a decalogue for believers in the 
American system of government, I would speak all these 
words, to wit: 

I. You shall adhere to the republican form of govern- 
ment. It would be well to talk less about democracy and 
more about the Republic. You can have a democracy without 
a republican form of government, but you cannot have a 
republic without democracy. Any encyclopedia will give you 
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the trite definition that a pure democracy requires a country 
so small that all the people can meet in one place to make 
their laws and choose the men who are to wield authority. 
The early New England town meeting was the only true 
democracy that ever existed on this continent. 


But democracy is more than a definition. It is a spirit and 
way of life. Its essence is the dignity and freedom of the in- 
dividual. Under our form of government, it is called a re- 
public. A republic is a democracy in a country so large that 
the people cannot all participate directly in law making. A 
republic is a government in which the people choose from 
their whole number certain persons to represent them in a 
law-making body, and certain others to enforce the laws. The 
chief executive, usually called president, does not inherit his 
office for life; he is elected to it for a term. In a republic, 
every citizen, howsoever humble or obscure, bears his share 
of responsibility for the government. 

An essential idea of a republic is that the people choose 
their own officers, and hold them responsible. That is the 
reason why the turning over of so large a part of govern- 
mental responsibility to bureaus is a dangerous thing; for 
bureaus are run by persons who are not directly amenable to 
the voters. Bureaucratic government, if it is extended much 
more in this country, may imperil the life of the Republic. 

II. You shall keep the system of checks and balances in 
government inviolable, allowing no one branch to encroach 
upon another. The framers of the American Constitution 
knew that it was well to place restraints upon the various 
branches of government. Thus the President is held in check 
by Congress; the Congress is held in check by the President, 
and both the Congress and the President are held within the 
limits of the Constitution by the Supreme Court. 

If there is need of protecting the President so that Con- 
gress will not encroach upon his powers, there is even greater 
need of watchfulness that the President does not usurp the 
powers of Congress. There has been a tendency in recent 
years to belittle Congress, to joke about it, to pass uncom- 
plimentary remarks upon it, and to create the public opinion 
that Congress is a sprag in the wheel of progress, a sort of 
necessary evil, perhaps. The simple truth is that Congress is 
the one bulwark between the American people and the pos- 
sibilities of a dictatorship; for if there should ever be in the 
Presidency a man both strong and unscrupulous, who could 
usurp the prerogatives of Congress, our republican form of 
government would cease to be. Therefore, magnify Congress, 
exalt it, let each new generation view it with respect and 
appreciation—and let the Members of Congress always con- 
duct themselves in harmony with the enormous importance 
of their high position. 

III. Remember always that a republic is a government by 
law and not by men. Therefore, it is the duty of Congress to 
enact, and the President to approve, just and equal laws, and 
it is the duty of every citizen to give due and reverent obedi- 
ence to all laws. A flippant and irreverent attitude toward 
law menaces the safety of the Republic. It is especially im- 
portant to keep this in mind at the present time, for every 
war is followed by a period of lawlessness. Following the 
Revolutionary War, anarchy stalked through the land. Fol- 
lowing the Civil War, there was a malodorous mountain of 
corruption, malfeasance, and sinister legislation. Following 
World War I, there was a period when there were really 
two governments in this country, the legitimate government 
and the underworld government of gangsters. Prohibition 
was blamed, but prohibition only furnished an occasion for 
lawless impulse to express itself, even as conditions now do 
not make but only furnish an occasion for black markets and 
all manner of crime. 


IV. You shall relegate to desuetude any politician who 
seeks to ride into office on waves of hate and suspicion, for 
the essential unity that constitutes us one people is the palla- 
dium of our liberty, happiness, safety, and prosperity. The 
person who, for political advantage, stirs up racial animos- 
ities or religious prejudice, or who tries to array section 
against section, or who appeals to a single group—as to either 
labor or management—is an enemy of the Republic, and 
should be known as such. 

V. You shall not permit any organized faction or minority 
group to put its will in place of the will of the Nation. We 
talk much about protecting the rights of minorities, and we 
should scrupulously protect them; but sometimes an organ- 
ized minority, through combinations and pressure methods, 
through boycotts and bloc voting, can elevate to positions of 
power selfish and unprincipled men who will try to stay in 
office by currying political favor with ambitious minorities 
rather than by serving the whole Nation. There is no tyranny 
more terrible than that of a selfish minority in the saddle. 

VI. You shall keep the spirit and practice of discussion 
alive. In a republic, the people are the rulers—the persons 
whom they have chosen to make and enforce their laws are 
only their servants. Therefore, the people have both the right 
and the correlative duty of discussion. They must be free to 
discuss the work of their officials, to criticize it, to find fault 
with it, to tell the officials what to do, and to dismiss them 
if they do not do it. Free discussion is the very breath of life 
to a republican form of government. 

VII. You shall preserve a sound economic structure. It 
is imperative that we should cherish public credit. To that 
end, the Nation’s debts must be paid, its budget honestly 
balanced, and taxes upon its people kept as low as is con- 
sistent with these imperatives. Soundness of its economic 
structure requires protection of the traditional right of free 
enterprise. It demands also that the natural human needs of 
food, clothing, and shelter shall be supplied to its citizens. 
That means that every one able to work should have an 
opportunity to do so, and every family should have shelter 
in which to live a normal family life. 

VIII. You shall cultivate cooperative peace and harmony 
with all nations. No nation can live unto itself, and no na- 
tion can die unto itself. Our Nation has grown so great and 
powerful that it can now dare to assume leadership in giving 
to the world a demonstration of international justice and 
benevolence. 

1X. You shall maintain the spiritual foundations of the 
Republic. The men who founded this Republic believed in 
religious liberty, and they were religious. They believed in 
freedom of worship and they worshipped. They knew that 
public morality had to restrain ambitious men, and they also 
knew that morality without religion is like a flower torn oft 
from its root. The ideas that went into the making of this 
Republic were the ideas that had been proclaimed from the 
pulpits of the colonial meeting houses for a hundred years 
before the Republic was established. Keep regnant the ancient 
pieties and virtues upon which this Nation was founded. If 
there ever was a day when we needed honesty in government 
it is now. I shall never forget how impressed I was as a boy 
to read that when John Quincy Adams was President of the 
United States he forbade his son to use on a private letter a 
postage stamp which belonged to the Government. Oh, for a 
return of that old-fashioned honesty, honesty that was more 
than a legal honesty. ; 

X. You shall promote education. No man embodied more 
completely the ideas that went into the founding of our re- 
public than did George Washington. Heed, therefore, what 
he says: “Promote as an object of primary importance, insti- 
tutions for the general diffusion of knowledge. In proportion 
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s the structure of a government gives force to public opinion, 
. essential that public opinion should be enlightened.” 
Education is the indispensable means by which the ideas 
the men who founded the American Republic can be dis- 
ited and perpetuated, Only through education can the 
ple be kept from becoming greedy and ignorant, from de- 


generating into a populace incapable of self-government. It 
is only by education, religion, and morality that the people 
can save themselves from becoming a willing instrument of 
their own debasement and ruin. The American Republic will 
endure only ‘as long as the ideas of the men who founded it 
continue dominant.” 


Democracy on Trial in the Orient 


WE MUST 


HELP THE 


PHILIPPINES 


By PAUL V. McNUTT, United States High Commissioner to the Philippines 
Delivered before the National Press Club, Washington, D. C., March 14, 1946 


THINK I can speak to most of you as old and good 

friends. I have been around Washington a_ long 

time. So have most of you. 1 don’t think polite intro- 
ductory remarks are necessary. I need only say that it is 
good to see so many familiar faces which have been missing 
from Washington during most of the war years. Many of 
you have come back from what we used to call strange and 
distant places. Those places are still strange but they are no 
longer so distant. It took me 3 days to cross the 10,000 
miles from the Philippines. I stopped for most of a day in 
both Honolulu and San Francisco. Manila is no further 
from Washington today than Omaha, Nebr. was 20 or 30 
years ago. 

But while we have built wonderful machines which have 
destroyed the ancient concepts of space and time, while we 
have made it possible for Washington and Manila to be 
within 2 days’ flying time of each other, and within split 
seconds of communication by radio, we have not yet swept 
away the barriers which lack of information has raised be- 
tween us and our neighbors. 

I am constantly amazed here by the lack of factual infor- 
mation regarding people and events 2 days away, and by the 
absence of understanding here of the issues we face on our 
western horizon. I recognize as a fact of life that most 
Americans are more interested in the chances of the Brook- 
lyn Dodgers to win the pennant this year than in the chances 
of the Philippine people to survive as an independent nation. 
Incidentally, from what I read, don’t bet on the Dodgers. 
They have a shaky infield. 

But I don’t think I am exaggerating the importance of 
our mission in the Philippines when I say that the broad 
interests of the United States are at stake in the islands to- 
day, and that should we fail to realize that fact, and act 
on that realization, we will have failed to profit from a 
credit which we have built up in the Orient by 48 years 
of work, and which we have recently protected with an un- 
stinted expenditure of billions of dollars and hundreds of 
thousands of lives. 

Many Americans are still inclined today to think of the 
Philippines as a distant land which we acquired by a blunder, 
lost to the Japanese by treachery, and liberated by our own 
main strength. According to this illusory viewpoint, we 
have now restored the Philippines to the Filipinos, we are 
soing to give them their independence, plus some friendly 
advice and our best wishes, and then, having unselfishly re- 
moved ourselves from the scene, we will return our attention 
to our labor troubles, the housing situation and spring train- 
ing. 

The shortsighted Americans holding this view would have 
us say, “We wish the Philippines Godspeed. If they can’t 
make a go of it, well, that’s too bad. They asked for it. 


It’s none of our business any more. 


We have problems of 
our own.” 


I say to you with all the power I can muster that if this 
is the American attitude—and happily it isn’t—we ought to 
pull in our armies and navies, recall our ambassadors and 
ministers, and ask the Germans and Japanese—or others who 
might be interested—to hurry up and take over. Such an 
attitude would indicate that we are too busy battling the 
weeds in our own front lawn to see the plight of a neighbor 
and dependent relative whose own small house was razed 
in the struggle to preserve ours. 


As most of you know, I was in the Philippines between 
1937 and 1939 as United States High Commissioner. In 
those 2 years I developed a deep affection for the people and 
a tremendous attachment to the places and persons I found 
and met there. As any of you who have ever been in the 
prewar Philippines can testify, this land and its people have 
a quality whose memory does not easily fade. 

It was with a heavy heart that I read, through the war 
years, of what was going on in the Philippines. I thought 
of friends and of favorite places, under the cruel control of 
the enemy. Then came the liberation. I saw pictures and 
newsreels of the carnage and destruction. I felt as if my 
own home State were being ravaged and devastated. 

But I was not prepared for what I had to see when I 
arrived in Manila last August on a special mission for the 
President. No pictures were sufficiently graphic, no words 
colorful or brutal enough to tell me what had taken place. 
When I returned to Manila in November as High Com- 
missioner again, I saw more scenes of destruction. Even 
after 4 months in the islands every day is a new heartbreak 
as 1 see more vacant and shattered places, hear of more old 
friends dead or maimed. 

Manila today is a city of missing places and missing faces. 
Vast stretches of the city, once crowded with houses and 
shops, are flattened and bare, with only rude scars of brick 
and stone to recall the stately and simple buildings which 
had once made of Manila the “‘pearl of the Orient.” There 
are districts where the drum-fire of our own artillery has left 
only ghastly heaps of columns and hanging cornices, scare- 
crows of buildings, skeletons of buildings. There are also 
those sections which the Japanese, in their savage fury and 
bitterness, born of defeat, wantonly burned out, destroyed 
and obliterated. It is not like a city wiped out of existence, as 
Hiroshima and Nagasaki were. It is not like Tokyo, almost 
neatly destroyed in part by air bombing. It reflects in even 
superficial appearance the titanic, desperate struggle of two 
peoples for inches of ground, for individual houses, for indi- 
vidual rooms and cellars. Stark violence is stamped indelibly 
on the face of every street, every corner, every building. 
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They look as if they had been literally torn apart by the 
claws of men, rather than by their machines of destruction. 

But everywhere, like the jungle which quickly reclaims the 
abandoned tropical clearing, the flotsam of humanity has 
swept back into ruined Manila and taken root, huddled in 
blowzy shelters of rusted roof iron and tobacco, unbelievably 
crowded in unimaginable squalor. Shattered shops with 
newspapers substituting for windows shelter entire family 
clans. Cemetery crypts and vaults are homes for hundreds. 
I shudder to think what an epidemic, if it came, would do 
to Manila today. 

In place of the Escolta, once resplendent with fine depart- 
ment stores and bustling with buyers, there are today only 
naked ruin and devastation, overgrown with humanity. 
Honky-tonks and kootch palaces, catering to the GIl’s, 
stretch along Rizal Avenue and Quezon Boulevard, once 
the show streets of the city. The Legislative building, the 
Palace of Justice, the Agriculture Building, the Finance 
Building, the residence and Office of the United States High 
Commissioner, all the famous cathedrals and churches of 
church-filled Manila, are shell-shattered hulks or are oblit- 
erated completely. 

I merely describe Manila in this detail because it is the 
city that most of you who have been in the Philippines know. 
It is the same in Cebu, in Zamboanga, in Iloilo in Doma- 
guete, in Legaspi, in Baguio, in all the once-thriving cities of 
the Philippines. 

The countryside is not much better off. Most of the 
prewar roads and highways are ruined beyond repair. Trav- 
eling over the rutted roads—from some of which the Jap- 
anese simply shaved off the concrete mile by mile for use 
on air fields—you come across villages and barrios burned 
completely to the ground, some deserted, some crowded, like 
Manila, with renascent, rudely-sheltered humanity. Farms 
and plantations by the mile lie fallow, untended and unculti- 
vated, monuments to the economic planning of the Japanese 
who thought they could turn sugar lands into cotton and 
tobacco lands into rubber, with the Filipinos as slave part- 
ners in the Greater East Asia Coprosperity Sphere. I 
needn’t tell you how completely that attempt failed. 

There is little transportation beside that afforded by the 
Army vehicles. Farm-to-market transport is just beginning 
to be built up from our surplus Army and Navy stocks, but 
the prices charged the farmers for that transport is in most 
cases prohibitive. The Japanese took trucks, wagons, carts, 
and even baby buggies to carry their military supplies. They 
took the carabaos, the native beast of burden, out of the 
fields, those the Filipinos didn’t hide, or eat to keep the 
Japanese from getting them. And let me tell you, carabao 
is mighty tough eating. 

That is a rough and very inadequate description of the 
physical appearance of the Philippines. I have seen most 
of the war-torn areas of the world—Japan, China, France, 
Belgium, and Italy. The Philippines are as badly destroyed 
as any and worse than most. As a country, as an economic 
and geographic unit the Philippines, as far as my experience 
and observations go, is the most devastated land in the 
world. 

Now what about the people and their economy? What 
has happened to them during the past 4 years? In the first 
place, in the Philippines the people are the economy. They 
are the economy in the sense that almost all work output is 
hand work. In the two agricultural pursuits which occupy 
by far the bulk of the population, rice and coconut produc- 
tion, hands perform the work of machines. They must be 
skilled hands. They must be willing hands. 

But these people today are confused, uncertain, and puz- 
zled. ‘The national price structure is topsy-turvy. The 


price of goods which they must buy—clothes, household 
utensils, and fertilizer—has risen out of all proportion to 
the price offered them for their agricultural produce. For 
most of the major export crops, coconuts, sugar and tobacco, 
there is no assurance of a market beyond July 4 of this year. 
Hence, there is virtually no production. 

To a simple people, who gaze at their devastated and 
prostrate land with bewilderment and incomprehension, the 
facts of world economy carry little understanding or convic- 
tion. The physical war wounds of these people are deep. 
But aside from them, the people cannot understand what 
has paralyzed the national economy, suspended it at dead 
center, and rendered it incapable of motion. Today they 
are grasping at straws, awkwardly inspecting all sorts of 
idealogical panaceas, and wondering, with increasing impa- 
tience, why the United States hasn’t provided the necessary 
assistance. They look to the United States because they 
have looked to the United States for leadership for almost 
50 years. They look to the United States because it was 
the United States that liberated them from the enemy, it 
was the United States, and the Commonwealth, for whom 
the people struggled and died. It was the United States 
that during the war promised them economic rehabilitation. 

So far our promises have been largely unredeemed. We 
liberated them, it is true. In the early days of the liberation, 
we gave them foodstuffs, and clothed many of them in khaki. 
Now we sell them foodstuffs and make some clothing avail- 
able for sale at healthy prices. We have restored most of 
the essential utilities, utilities which were essential to our 
armed forces. We have kept those who escaped the holo- 
caust of war alive, but not comfortable. But although the 
date of independence approaches, we have done little about 
their national economy, little to insure their ability to sur- 
vive economically as an independent nation. We have given 
them promises, we have introduced in our Congress legisla- 
tion for economic rehabilitation. But to date it is all “un- 
finished business.” 

We promised their fighting men, those who fought and 
died on Bataan, and those who resisted the Japanese through 
the dark years of the occupation, that they would be re- 
warded, that their widows and orphans would be cared for, 
that those who were disabled would be looked after. So far 
no pensions have been paid. Congress recently withdrew the 
GI bill of rights’ benefits from Philippine Commonwealth 
Army veterans after the promise had been made that the 
benefits would be given. Emergency money, printed and is- 
sued by the guerillas in support of their military operations, 
is still unredeemed. 

I must say, in all good conscience, that there are good 
legal reasons for most of the delays. There have been prac- 
tical difficulties in the way of implementing our glowing 
promises to the Philippines. Since my return to the States, 
we have been able to overcome some of those obstacles. Some 
of our promises, I believe, are on the road to redemption. But 
as of today they are unredeemed. A great and heroic people 
are still held fast in the quicksands of confusion, largely 
because we haven’t been able to deliver on our obligations. 
We have our own domestic troubles, to be sure. They have 
occupied our attention and must continue to. But it is hard 
for Filipinos who have suffered beyond belief and description 
from participation in our war to understand that it takes 
months to straighten out legal definitions and obtain depart- 
mental clearances on legislation which to the Filipinos is of 
the essence of life itself. 

_ Today the Philippines, a year after liberation, still have 
virtually no economy. Imports are flowing in, gome money 
is still being made in service trades catering to the GI’s, 
goods are being sold and resold. Money is fairly plentiful 
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among merchants and middlemen, but the common people 
of the Philippines as yet have no sustained means of liveli- 
hood. 

Rice is being raised for local consumption, although far 
from enough. But an entire people do not know today what 
their source of revenue will be tomorrow. The government 
has no idea where it will get the money to support even the 
hare essentials of independent government functions. Those 
Filipinos who have been working on Army and Navy instal- 
lations, as jeep drivers, in night clubs and juke joints do not 
know what jobs they will find tomorrow when the Army 
and Navy have been reduced to peacetime size. 

These people once worked on sugar plantations, in coco- 
nut groves, in mills, mines, and fields. Those establishments 
are all idle today. And with the land laid waste, transporta- 
tion gone, with families dispersed, with chaos supreme, there 
has been no start on economic reconstruction or rehabilita- 
tion. And why not? I’ve already answered the question in 
part. I will try to spell it out a little. 

For 41 years following our acquisition of the Philippines 
from Spain we trained the Philippines to be dependent on 
the American duty-free market. We fastened on that coun- 
try a four-product economy—sugar, coconuts, tobacco, and 
hemp. We needed those products. We couldn’t get them 
elsewhere. Except for rice and fish, which are wholly con- 
sumed in the Philippines, 95 percent of the total national 
prewar production of the Philippines was for export, and 
export almost entirely to the United States. The export 
products were those I have enumerated. The cultivation, 
marketing, and processing of those commodities occupied the 
bulk of the national energy. But most of those commodities 
are low-margin profit products. They cannot come in over 
our tariff walls. On July 4 of this year those tariff walls 
will be raised against the Philippines just as they are raised 
against any foreign country unless the legislation now pend- 
ing on Capitol Hill is passed. There is no question that it 
will be passed. I know of no congressional opinion against 
it. But until it is passed capital will not flow into the Phil- 
ippines to rehabilitate those industries. There would be no 
point in rebuilding coconut processing plants without an 
assurance that copra will be able to come into the American 
market duty free for some time to come. 

There was no foreknowledge in the minds of those who 
framed the Philippine Independence Act in 1933 that war 
would strike the Philippines down in 1941. No one knew 
then that when independence day came the Philippines would 
be prostrate and in shambles. Yet we are going ahead with 
the independence program, because it is to our interest to 
do so, as well as because the Filipinos desire it so. It is 
implicit in our grant of independence to the Philippines that 
we will go ahead with our program of economic assistance, 
and that we accept the necessity of regarding the Philippines 
not as just another foreign nation, but as a nation whose 
sovereignty we will have created, and whose survival it is 
our unshakeable obligation to guarantee. The people of the 
Philippines have earned that guarantee, with all its impli- 
cations, in the past 4 years. 

I have heard it said in some quarters that the United 
States, in 1776, also started out its existence in the face of 
grave difficulties, and that there was no great neighbor then 
to guarantee our survival. Why shouldn’t the Filipinos try 
it alone as we did? I will answer that question. When 
the 13 States started their dangerous experiment in self- 
government, the productive areas of the new nation were 
largely unscarred by war. The very country which had 
unwillingly given up its sovereign claim to these States was 
a willing buyer of all its commodities. The spindles of the 
mills of England were hungry for the cotton from our south- 


ern States. There were ready buyers for our timbers, our 
resins, our indigo, our tobacco. Our merchant clippers were 
already sailing the seven seas. There was no question of 
sustenance, of personal survival. ‘There were no powerful 
neighbors, except across the distant seas. As soon as Britain 
had recognized our independence, her fleet guaranteed our 
security from enemies across the Atlantic. British and 
French capital crowded across the ocean to invest in our 
infant industries, in shipping, in agriculture. The great 
powers of Europe courted us for our economic favors. The 
wonders of the industrial revolution took place simultane- 
ously on both sides of the Atlantic. 


What a different present the Philippines face! Here is a 
nation whose exports can be bought only in the United 
States. China cannot buy. Neither can Japan. Perhaps 
Russia can, I do not know. The world is bitterly competi- 
tive. Except for the United States, the world is stripped of 
capital. Goods and commodities are wanted, but on credit. 


There is no capital in the Philippines to buy the machin- 
ery for reconstruction, not to speak of outright reconversion 
of the national economy. There is no transport. The Phil- 
ippines must wait long and work diligently before she can 
catch up with her neighbors in industrial and mechanical 
potential. She can borrow no private capital, because private 
capital demands assurance of profit. She can float no in- 
ternal loans, because her people lack the money to invest. 
She cannot barter, because the only commodities she can 
— produce can be sold only in the American duty-free 
market. 


It is true that there are rich mineral deposits in the Phil- 
ippines—gold, chromium, iron, and manganese. But the 
mines are flooded. It will take time and money to pump out 
the mines, reset the timbers, buy, transport, and set in place 
the necessary machinery. Moreover, a mining economy can- 
not prosper in the midst of the ruins of an agricultural 
economy. 

That is the picture today. It is a dark picture, but far 
from a hopeless picture. The people are there—18,000,000 
of them. The soil is fruitful and good. The ground is rich 
in mineral wealth. They need only the capital, the counsel, 
and the markets to start their economy going again. We 
can and must provide the capital, the markets, and the 
counsel. 

Most of you know the broad legislative program the ad- 
ministration has proposed for the Philippines. There is first 
of all a trade bill, providing 8 years of free trade, and 20 
years of gradually increasing tariffs or gradually decreasing 
quotas, giving an incentive for adjustment to independence 
of the free American market. There is another measure 
providing roughly $500,000,000 of war damage payments 
to the Commonwealth government and to individual prop- 
erty owners, trusts, partnerships and corporations, Ameri- 
cans and Filipinos. There is attached a provision that all 
money paid out in war damages must be reinvested in the 
Philippines or used for the reconstruction and repair of 
damaged structures. With this money, which will pay for 
about half of the damage done, the mills, mines and process- 
ing plants can be repaired or rebuilt; the farms can be re- 
tilled; ships, boats and motor transport can be replaced. 
The products of reconstructed enterprises will be assured 
of a market in the United States. The government will be 
assured of some revenue. The Philippine government, pos- 
sibly with the aid of a loan, can begin to plan not only the 
reconstruction of the war-damaged economy, but also the 
mechanization of some phases of agriculture, the diversifica- 
tion of the economy, the industrialization of some parts of 
the Islands, the exploitation of the mineral and timber re- 
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sources, and the solution of the many internal problems 
which face this troubled people. 

That is our formula, the Administration’s formula for 
aid to the Philippines. It is long overdue. Our slowness in 
providing that aid, whatever the justification for the delays, 
is already a black mark on our record in the Orient.” We 
can erase that black mark. I hope we will. 

I know it is difficult for Americans to comprehend how 
important to us are the Philippines, a collection of 7,000 
islands, 7,000 miles off our western shore. We are sovereign 
there and accept the fact of that sovereignty with the same 
naiveté with which we accept the fact that there are mos- 
quitos in New Jersey. It just isn’t very important in the 
grand scale of things. 

But other countries don’t think so. I was amazed when 
I visited China last December to find what a tremendous in- 
terest the Chinese have in what Generalissimo Chiang Kai- 
shek called the great Philippine experiment. The peoples 
of the Far East are looking at the progress of the Philip- 
pines toward nationhood with awe, envy, and respect. It is 
a fact of vital interest in their daily lives. The great 
western powers are also interested—Great Britain, France, 
and Rusia. Their news agencies are well represented in the 
Islands. I am told that they file a much more voluminous 
report on the significant social and economic developments 
in the Philippines than our own news agencies. 

It is well to remember, first of all, that the Philippines 
include 7,100 islands which extend for 1,000 miles across the 
outer rim of the China Sea. From the northernmost islet, 
on a clear day, one can see the mountains of Formosa to the 
north, and from the southernmost island of the Philippines, 
British North Borneo can easly be seen on any day. From 
Mindanao it is a few hours’ journey by ship to the Nether- 
lands Indies and just a little farther to the China coast. 
Within a radius of 2,500 miles of Manila lives nearly a 
third of the world’s population. 

These oriental peoples, who are now our friends and can 
one day become our best customers, will know us by our 
actions in the Philippines. They know that we are grant- 
ing to a dependent people, whose land we purchased from 
Spain, complete political independence. It took no armed 
revolt to win that independence. We said, way back in 
1900, that our objective was to prepare and educate these 
people for self-rule. We are keeping our word. And when 
the American flag is hauled down in Manila on July 4 of 
this year, and I hope many of you will be present on that 
day in Manila, our flag will be flying higher in the minds 
and hearts of the Philippine people, and of the peoples 
throughout the Orient than ever before in our history. 

But the act of granting independence will be a savage 
mockery unless we implement our political generosity with 
real and effective economic assistance. We will derive great 
international credit from our act of enlightened self-interest, 
unless the experiment fails. When the Philippines become 
independent on July 4, democracy will be on trial in the 
Orient—western, American democracy. If that trial fails, 
it will not be to the discredit of the Philippine people. It 
will be in large part, our failure, and will be branded by the 
world as such. It will be our form of government, our kind 
of constitution, our type of national institutions which will 
have failed. That is what the Filipinos have today. It is 
what they are starting out with. We must not let them fail. 

The “isms” of the twentieth century—communism, 
fascism, militarism, and narrow nationalism—are not held 
back by oceans or distance. They travel with the speed of 
radio waves. They strike with the power of the atom bomb. 
There are partisans of all those isms in the Philippines, as 
there are everywhere in the world today. There are poten- 


tial victims of those isms on every hillside, in every village, 
in every city in the Philippines. They are potential victims 
because they are poor, because they are underprivileged, be- 
cause they are distraught and confused. If the way of life 
which we have given them does not meet their wants, they 
will turn in the end to other ways of life, to alien creeds 
and codes. 


It is my great wonder that the people of the Philippines 
still hold so firmly to democracy today. The fact that this 
people maintained their faith in democracy, and fought for 
it, through the dark years of disaster and Japanese domina- 
tion is a miracle which has confirmed in my mind, more than 
any other evidence I know, the validity and intrinsic appeal 
of the democratic philosophy. 


These people had few of the substantial fruits of democ- 
racy even before the war. Many millions neither owned 
the land they tilled nor the houses in which they lived. Per- 
petually in debt to landlord and loan shark, they have been 
patient, as only orientals can be patient, in the hope that 
the democratic way would lead them to the better, fuller 
life. When the Japanese came and stole their democracy, 
ravaged it, stamped on it, denounced it, these simple people 
rose from the fields and the villages, from the cities and the 
mountainsides, and unleashed upon the enemy such a fury 
as he had never known. Their savage struggle against the 
enemy who had stolen their commonwealth and their democ- 
racy reached heights which have made me humble in my own 
faith. 

The Japanese were so impressed by the depth of feeling 
for democracy in the Philippines that when the puppet lead- 
ers of the Islands submitted a constitution for the Japanese- 
sponsored Philippine Republic, that constitution copied not 
Japanese institutions but American ones. 


Here then are a people who have proved their devotion 
to the same ideals which we hold dear. They struggled and 
died for the identical symbols which led us on to victory. 
They had faith in the United States, in the Nation which 
gave them their institutions and taught them to love democ- 
racy. They knew in their hearts that this great mother 
nation of theirs would not desert them, but would come 
back in all its power to free them from the enemy. We did 
not fail them in that. 

Today we still have the opportunity to transform that 
faith into conviction. We have a chance to perform a 
miracle in the Pacific, to help establish and nurture a repub- 
lic of our own kind, an offshoot of our own idealism and 
teaching. We have the opportunity to spread democracy 
not by the sword, but by example. We have drenched the 
world in blood, including our own, to defend democracy and 
preserve it. Here is our chance to insure its preservation 
in a land peopled by millions of men and women who for 
48 years have been under our flag and share our every prin- 
ciple and belief. It is my earnest conviction that we can 
earn more for our democratic creed by insuring a successful 
and prosperous Philippine Nation than by any other single 
undertaking today, even in our own country—and certainly 
we can support democracy more substantially in the Philip- 
pines than we can by gestures in the Balkans and protests 
in the Middle East, as desirable as they may be. 

We have invested $360,000,000,000 and a hundred thou- 
sand American lives in our faith in the democratic way of 
life. Here we have a chance to protect the validity of that 
investment on the rim of the Asiatic world, where more than 
a billion people are watching what we do. 


It is true that the Philippines need more from us, and 


from their own leadership, than merely trade preferences 
with the United States and war damage payments, as vital 
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as those things are. They need to settle the problem of 
their collaborationists, who were weak in their democratic 
faith. They need to solve the disproportionate distribution 
of land, and to emancipate the great masses of tenant 
farmers from their bondage to landlord and loan shark. In 
the solution of these problems, too, we are committed to 
assist with advice and guidance. 

We have the obligation of caring for the widows and 
orphans of those who died in battle in our cause, and of 
helping the veterans resume their places in the civilian 
society. 

We must help the Philippines manage and direct their 
national economy to a point where it will be independent 
of trade preferences in the American market. Long-range 


undertakings on the part of the Philippine government must 
look to the development of water power and the expansion 
of many undeveloped areas of enterprise. 

These are a few of the essential tasks which face the 
people of the Philippines. It is their future, but we are in- 
volved in it. As long as we wish to remain a power in the 
Far East, a power in the world, as long as we wish to retain 
the friendship and the respect of the eastern world, we must 
remain committed in the Philippines, and must hold the 
friendship and the confidence of that heroic people. 

Our policy toward the Philippines has been, in recent 
months, one of shameful neglect. A gentle Philippine 
philosopher once said, “The greatest deeds are done in years, 
not in days.” Perhaps he was right. 


“France and the Reconstruction of Europe” 


THE KEY TO THE EUROPEAN SITUATION 
By RICHARD de ROCHEMONT, National President “France Forever’, New York City, Producer “The March of 
Time”, Division of Time, Inc. 
Delivered before the Economic Club of Detroit, Detroit, Michigan, January 14, 1946 


APPRECIATE the honor you are paying me in com- 

ing out today to hear about France and Europe when 

so many issues of very vital importance are being de- 
cided in Detroit which is now, I think, at least for the time 
being, the nerve center, of a major part of the United States 
economy. However, and because of the fact that 1 know you 
have in your business connections tentacles which reach out 
into Europe, as into other parts of the world, I call your at- 
tention to the fact that France is another nerve center, in 
fact, the solar plexus of the European continent; and, if the 
Irench economy is paralyzed, as it has been by the fact of 
the war and the blows that the war produced to it, every- 
thing that is left of Europe is bound to suffer. 

Now, if we Americans are going to, in some way, under- 
take to reconstruct or help reconstruct the economy of Eu- 
rope, the normal economy, even if we admit that eastern 
Europe is now part of a different economic sphere, we must 
begin with France, because France, after the destruction of 
Germany—about which I will speak later—remains the 
largest autonomous economic unit in Western Europe. 

I would like, in order not to waste your time and to give 
you a chance, if you want, to ask me questions, to go as 
rapidly as I can over what I consider the broad lines of the 
economic situation in France. | am not an economist, not 
even a brilliant economist. After all, there are no mediocre 
economists, as you know. They are all brilliant. I am not an 
economist; | am a journalist; and I am looking at this 
from a journalistic point of view. | may state some economic 
fallacies, for which, perhaps, you will forgive me, but I 
want to call your attention to this, that France has suffered, 
even before this war, from a loss of manpower. They lost 
four million men in the war of 1914 to 1918. That is, these 
men were lost to the French economy, and their children in 
some degree were lost, too. In this past unpleasantness, al- 
though nobody seems to realize it in this country, the French 
lost out of their economy (and they are still out because 
these men have not been re-integrated into it) two and one- 
half million men, They were prisoners, they died, they were 
killed in action, or they are incapacitated; and those men 
that are left in France, although there is, theoretically, ample 
manpower to run the very diminished economy of the coun- 
try, these men are badly distributed, not where they are 


needed, it is impossible to move them, house them, and so 
forth. 

The French industrial plant has suffered from destruc- 
tion on the one hand, but most of all from obsolescence. 
Because of the armament burden which France carried, an 
armament burden which was not productive, unfortunately, 
of an efficient army, but which had to be paid for, neverthe- 
less, the French industrial potential was not fully developed 
for civilian use; yet, the French industry was never wholly 
consecrated to war, as it was in Germany, for two reasons: 

One, that the French hung on to the concept of free 
enterprise and free economy; and, also, that the French, 
despite what has been said about them, were not a war-like 
people ; they were pacifists at heart. 

The French industrial plant, therefore, in my opinion in 
1939 had a date on it which should have read 1925. Under 
the Occupation, French industry lost four more years. 

Now, French industry understood modern design, I think. 
I think they have had some very good and original concep- 
tions of machines for modern living. Their Citroen car, if 
I may commit the heresy here in Detroit, is one of the sweet- 
est little jobs I have ever driven, and it was their first at- 
tempt to make a mass production car which was essentially 
modern. 

But, while Citroen was making that car, they were fool- 
ing around making Bugattis, Delahayes and Panhards, var- 
ious cars, which seemed to me to have been made by a man 
with a lathe and file. They are very good cars, but they are 
not something on which you could found an automotive 
industry. 

The French have a reverence for what they call “arti- 
sanat” They like things that are made by hand, that have 
individuality, and that is what makes them great producers 
of luxury goods, of things for use, and makes them relatively 
poor producers of mass production goods. 

Now, as a result of the war, and here we get into the im- 
mediate situation, France lost part of the existing industrial 
plant; but, their great deficiency today comes down to one 
thing, and that is coal. With coal they can put the plant they 
have back in operation, but they are now 25,000,000 tons a 
year short. 
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That coal they used to get from their own mines, from 
the Saar and from the Ruhr, which is the coal bin of Europe. 

The coal of the Ruhr is lacking to France. The French 
mines are now producing at around 95 per cent of their 
pre-war production. 

France is lacking in petroleum products; it just does not 
have them. There are a few oil deposits around Alsace, but 
I do not think they amount to very much, and France has 
to buy all but a few score of thousands of tons from outside. 

Today the French have a great problem; where are they 
going to get their oil? Will the Roumanian oil, on which 
they depend and counted on getting at any time; be acces- 
sible to them? 

It would appear that it is under control effectively of the 
Russians. 

Will the Mosul pipeline, which brought them the oil of 
Iraq, be a reliable and sure source of supply now that the 
French have had difficulties with the British over the Syria 
and Lebanon question? 

Hydro-electric power is one of the things which the 
French counted on to make up this deficit. They have got 
plans for hydro-electric power production which are mag- 
nificent when you consider them in relation to the total popu- 
lation and wealth of France. But, years are needed before 
these projects, which are designed and approved, can ever 
be operated. 

Now, the French are in the position where, by alliances 
and trade treaties, they have got to make up some of these 
fundamental economic deficits. One which has hampered 
them in the past year is in the way of being solved. That is 
the problem of internal transport. They have done wonders 
in rebuilding their railroads, but until they get coal they 
cannot make their own locomotives, and they are short of 
locomotives, short of cars, but they have put the tracks to- 
gether and when they have hydro-electric power coming in, 
or even thermal power, they will electrify a great many of 
those roads. 

They have made a terrific effort, but that still is not 
enough, because they have come up to the problem of coal, 
and French production for use and French production for 
export, which is what they depend on if they are ever going 
to pay the money they hope to borrow, cannot resume until 
a solution is found for the coal shortage. 

Now, on the matter of their borrowing money, I might 
point out they are running behind in their budget about 300 
billion francs a year. That is an awful lot of money. The 
figure I gave you is a little higher than the official French 
figure, because there are certain things that were left out of 
the official figure, and I quote a median figure between that 
of the Opposition to the Government, and that of the Gov- 
ernment. 

Inflation, and more inflation, are certain in France, in my 
opinion, unless production is restored. Now, the coupon clip- 
ping class, the investors in France, are ruined again. They 
get ruined periodically, and it has happened once more. 
However, they are ruined as clippers of coupons; they are 
not ruined as individuals. A great many of them saw it 
coming, and they have been able to transfer a certain 
amount of their wealth from bonds into commodities. 

The French are asking us, or will be shortly, for a loan of 
about three billion dollars. Now, I am all for the granting 
of that loan, naturally, because I would rather that we give 
the French the support than have them go elsewhere for it. 
But, if it is granted, I feel that the United States must lay 
down, with the French and in cooperation with them, a 
policy for the re-equipment of French industry, and the 
restoration of production; for, otherwise, the loan is lost 
and the borrower doomed to financial ruin. 


A part of the economy of France—in fact, a very big 
part of the economy of any European country—is politics. 
And, I would like to give you a quick once-over of the 
internal situation in that country. 

To begin with, free enterprise in practice has vanished, 
but the desire for free enterprise remains intact with the 
majority of the French people. 

As a result of the successive shocks they have had to 
undergo, most Frenchmen are reconciled to the idea of na- 
tionalization of industry. They view it as inevitable, and 
they view it as extremely dangerous. But, they have a shat- 
tered economy; they have lost a war, although they came 
out on the winning side; and they say that they cannot 
trust to purely hit-or-miss methods. 

Now, the French, with their economy in ruin, see a plan- 
ned economy as the only way out, but the great divergence 
among Frenchmen is, as it is in many other places, between 
those who see planning as a means to an end, and those who 
see planning as an end itself. 

Now, that view, and the divergence on that basic point, 
are the things which split the political parties in the country. 

Today, power in France is shared by three parties. ‘Those 
three parties are all Reformist parties. They have programs 
of reform on which they agree, at least on paper, and the 
difference is whether they intend to carry them out, whether 
they intend to carry them out as they are laid down on 
paper, or whether they really want something more sweep- 
ing. 

The three parties in power are No. 1, the Communists, 
who have a slight numerical superiority over any other single 
party; 

Next, the Socialists, who have almost the same number 
of votes as the Communists, around 150 out of a Chamber 
of 600 altogether; 

And, next, the Christian Democrats of M. R. P. 

There is also a fringe of the remnants of other parties, 
such as the Radical Socialists, U. R. D., but they are not 
much. They might revive. 

Now, the Radical Socialist party, which I really must ex- 
plain as neither “radical” or “Socialist”, but which corre- 
sponds to the Willkie Republicans, perhaps—the Radical 
Socialist party is awaiting, and fully expects that some day 
the pendulum will swing back. 

With respect to this pendulum matter, France has lived 
under a total dictatorship of the Nazi Fascist type, and that 
was an extreme, where the pendulum swung to the extreme 
right. Now it is swinging to the left. But, every Frenchman, 
and I think most observers on the outside, feel that the 
pendulum will swing many times before it settles down to 
tranquillity. 

The Communists are an important group, and a very ac- 
tive group. Their leaders are straight party men. Their 
voters are mostly not Communists, but fellow travelers. 
The big names to remember are Therez and Ducles. Those 
are the men to watch. 

Therez is the leader, the man who can make a brilliant 
speech, who can arouse a crowd. Ducles is the man who is 
in close relationship with Moscow, and when he speaks he 
speaks with the voice of authority. That is, Therez could 
be thrown out and Ducles would appoint another man, but 
the front man, the head, the visible head man, is Therez. 

The second party is the Socialists, led by Leon Blum and 
Daniel Mayer. Today curiously enough, the Socialists are 
the center party. They represent the moderate progressive 
element, and they are split on their left wing with those 
who represent the militant left wing of the Socialist party, 
which would like to find a way to come to terms with the 
Communists without themselves becoming Communists. 
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Now, the third party in power is a new one, the Christian 
Democratic party, called the M. R. P. This is a party of 
the Right with a Left program. 

That is the way French politics are; you also have parties 
of the Left with a Right program, such as the Radical 
Socialists. 

This party has a program for social development which 
draws its inspiration from two Encyclicals of the Catholic 
Church, “Rerum Novarum”, and “Quadragesimo Anno”. 
I do not guarantee my Latin pronunciation. They are ex- 
tremely popular with the conservative elements, many of 
whom have rallied to the M. R. P. banner as representing 
progress without revolution. As a matter of fact, the Social- 
ist party today in France represents something very close to 
that, at least in its right wing. 

Now, over and above all these parties is the personality of 
General DeGaulle, now President DeGaulle, who has a ter- 
rific personal political prestige, one that he can convert into 
votes whenever he makes a direct appeal to the French 
voters. 

I might say that his personal attitude on most questions 
is very conservative. He would not, however, be a man, in 
my opinion, who would lead a counter-revolution should 
France decide to go to the extreme left. However, General 
DeGaulle’s personal prestige will diminish unless the French 
productive economy is put back on its feet; and, if a way is 
not found to do that, quite apart from the question of 
whether General DeGaulle stays or not—even though 
there may well be other men in France, but none have 
shown up so far of equal stature—but, if that productive 
economy is not forthcoming, then the inheritors in France 
will be the Communists and probably their allies of the 
Socialist left wing who are today, with the Communists, 
the only real opposition to the government. 

I am not saying that with the idea of frightening you. 
France has no desire to go Communist, but the Frenchmen, 
like most other people in Europe, have a great desire to eat, 
and to work, and to have clothes to wear. And, so far the 
present government, although it has made a tremendous ef- 
fort in that direction, has not given the French people 
enough margin of security, or enough of a good life, so that 
they can consider that the battle is won. They have to have 
help trom the outside. 

Now, General DeGaulle at the present time—and I say 
“General DeGaulle” as representing the DeGaullist Cab- 
inet—is walking the tightrope between Russia and the 
Anglo-American bloc. General DeGaulle has made speeches 
explaining why he is doing it, and those speeches are very 
eloquent, indeed, but let us face the fact that the General 
and the French government are making a virtue out of a 
necessity. 

Until the French know the answer on Germany they 
cannot definitely throw their weight, whatever it may be, 
light or heavy, in either direction. The problem in Germany 
is the key to the French problem, as it is to the problem of 
all Europe. 

If we, meaning the Americans and the English, are going 
to reconstruct and re-equip Germany, as we did after the last 
war, then France has only one alternative to total sub- 
mergence, and that is a play for the support of the Russians 
and of the Russian-dominated countries in the East of 
Europe. 

At that time I would make a prediction, which would be 
that DeGaulle would disappear from the political scene, and 
Maurice Therez, or one of his partners, would come in. 

Now, for us to re-equip Germany, and also re-equip 
France, which is the tendency that can be detected, particu- 
larly when people try to get a blanket policy for all Europe 


without considering the differences between the countries, 
would be a palliative in that it would mean they would both 
survive for a while, but it would not be a solution, and I 
think that war would be likely, if not inevitab _, within the 
space of anywhere from fifteen to twenty years. 

The French, although they disagree among themselves on 
many things, are human in insisting, on the total disarma- 
ment of Germany. The internationalizing of the Ruhr, 
and the French acquisition of the other bank of the Rhine, 
are the first steps, in their opinion, toward that disarmament. 

Now, it has been suggested to me by Frenchmen that if 
Russia holds fragments of an otherwise intact German Reich, 
and they have got some quite large fragments in the East, 
then it would eventually make a powerful bid for German 
support by offering the Germans total restoration of their 
nationality, that is, the Reich put together in the framework 
of the Union of Socialist Soviet Republics. Germany at the 
present time, and perhaps for some time to come, would have 
in such a deal “nothing to lose but her claims’’. 

I point out that the Russians, by setting up a semi-autono- 
mous Ukrainian republic, have indicated that that may be 
the line of their policy, and if the type of autonomy given 
the Ukraine were held out to a united Germany the bigger 
part of Germany might say, “Well, let’s go and join the 
small part held by the Russians, and in that way we will 
achieve national unity, and eventually independence”. 

England is seeking to bring France into the Sterling area. 
Whether that Sterling bloc will be set up as a practical 
working operation is still in doubt; but there is, undoubtedly, 
a movement in that direction, and that is one of the checks 
and balances which can be applied by Great Britain to this 
country should the occasion arise. 

Now, the United States, in my opinion, has no discernible 
policy in regard to France, except to throw the French a 
bone now and then. Now, this is the cause of much under- 
lying resentment on the part of the French, and much mis- 
comprehension on the part of the Americans of the French 
attitude. 

We say the French are not grateful, and the French say 
this is no way to treat the biggest country in Western 
Europe. 

When Mr. Byrnes called on Mr. Bidault, the Foreign 
Minister of France, after he had been at the Moscow con- 
ference, which was a sort of afterthought because the French 
were not at that conference, although they were worrying 
about it a great deal—strangely enough Mr. Bidault did not 
answer the phone—he could not be reached. Well, Mr. 
Bidault was getting married around that time, but [ still 
think it was more of a political refusal to answer than any- 
thing else. 

These things have to be cleared up on the operative level, 
and I doubt if that clearing up will come until we have a 
definite, clearly defined policy in regard to France, and have 
made that clear to the French. Our mistake, I think, has 
been expecting that a blanket policy for all the non-Russian 
area of the continent could succeed, even with our theoreti- 
cal force to implement it. 

Right there I might say that the demonstrations of our 
troops saying they want to come home has had a very bad 
effect on our friends and neighbors in Europe, and on our 
prestige. It confirms the idea that we want to get out of 
Europe, that we do not want to have anything to do with 
it. Now, that is a wonderful thing for the Germans, (they 
would be glad to see us go) but not for the French. They 
need us there. The French do not reproach the individual 
soldier for wanting to go home. That is not the point. 
But, they see in our attitude in regard to these demonstra- 
tions an indication that we have not a firm policy on the 
































































Richard de Rochemont 


369 





controls of Germany; they fear that we will help the British 
and others to put Germany back in business and then will 
remove our controls of German industry and of German 
foreign po icy 

Now, the French feel that will result in war, and they 
cannot take another war. That would be the end of France, 
even if the side of France and her allies won. 

Psychologically, and I think this important in considering 
France, or any part of Europe, there is baflement and con- 
fusion. Many intelligent Frenchmen have taken refuge in 
mysticism. There is a new philosophy developed called ex- 
istentialism. I do not know what it means, but I know 
it has many adepts, and has represented for the intellectual 
classes what the sudden return to religion has for others, 
non-intellectual and intellectual. It is a movement away 
from reality. The French are confused, and they try to 
escape from reality. 

General DeGaulle has been frequently rebuked in this 
country for talking about the “grandeur” of France. Well, 
every Frenchman knows that France is not in a state of 
grandeur right now, but General DeGaulle is making these 
speeches with the idea of restoring their confidence and he 
is, perhaps, the only man in the country who is qualified to 
make such an emotional appeal, because he has, after all, 
behind him a brilliant record, which the Reverend Simpson 
mentioned, of having raised France out of the mud, out of 
her despair. 

France today is suffering from post-operative shock. It 
represents the remains of twenty years of interim government 
—and I call it “interim” because it was in between two wars 
—by a weak and vacillating Chamber of Deputies, followed 
by the German-Vichy dictatorship, and both regimes were 
more or less corrupt. 

There is a shortage of new leadership in France; a total 
absence of a responsible, respected business and industrial 
class. There are, certainly, respected and responsible indi- 
vidual business people in France, and I am sure you all 
know them as I do, but the class as a group has never estab- 
lished itself as a fundamental element in the French nation. 
For one thing, as elsewhere in Europe, business has not been 
regarded as highly, as a career, as it is in America. 

Many of the large firms, trusts, international cartels, in 
France have the reputation of some corruption, and during 
the German occupation there were a few, too many, of the 
native industrialists who collaborated with the conqueror. 

The French have also steered away from a true concep- 
tion of business as Americans have it, because of a somewhat 
exaggerated intellectual ideal which meant that a young 
man would study political sciences, law, philosophy, and 
waste much more time, and youthful energy with it, than 
he needed to, to become a good responsible businessman. 

There are a few new men, but not on the high political 
level. I can mention two; Rene Mayer, who is in a large 
degree responsible for having put the French railroads back 
on their feet, and Jean Monnet, one of those Frenchmen 
who has made his reputation in working for France abroad 
and is very little known in his own country. 

However, the government has recognized Monnet’s tal- 
ents and has had him do work on the re-equipment of France. 

There is also an attempt to create new cadres, interna- 
tionally educated men. Professor Henri Laugier who was, 
when he was in this country, a member of “France For- 
ever’, is back as a Director of Cultural Relations, a job 
comparable to that held in this country by Bill Benton, and 
he is sending to America groups of young Frenchmen to 
study our method of operation. 

Unfortunately there have not been enough young business- 
men included in that program. For the moment most of 


them are doctors, architects, and so forth, but Professor 
Laugier assured me, when I saw him in Paris, that he would 
send businessmen, for whom I said there was a crying need, 
in my opinion. 

So, you have a paradox of a Socialist country which is 
absolutely crying for men who would be comparable to the 
American production and distribution leaders, whom we 
have developed under our system, and even the Communists 
admit that it is necessary to France. 

Well, are the incentives there for these men? 

That is one of the great problems. 

Can they develop the leadership in business that they need 
under the planned economy, the government-directed system, 
which is being installed ? 

There is a trend, I might say, away from Civil Service as 
a career. Due to inflation, Civil Service Salaries are very 
low, and there is a general public irritation with civil 
servants, so that a young man starting out to get himself a 
job will get one as a mechanic, or as a farmer, because he 
does not want to become a postman or start in in civil service. 

Many charges have been brought against the French, one 
being that they are lazy. I think it would be better to 
interpret that as confusion, frustration, irritation with red 
tape of three regimes, and I would like to mention a letter 
I had from a man who worked for me in France, worked 
as a gardener. He was a very good gardener, and also was 
quite a mechanic. He was taken prisoner in 1939, kept in 
Germany, and only came back late last year. 

He wrote to me and said, “I have been three times to 
Paris looking for work. I have so many papers to fill out, 
so many things to do before I can obtain anything, I have 
gone back to the country and I do not know what the future 
holds”. 

That man is suffering simply from frustration, fatigue, 
confusion. Yet, the lack of strikes in France shows general 
recognition by the workers, and by their unions, that pro- 
duction is the only salvation for France. 

The coal miners did strike, but not for money. They 
wanted some food. They said they could not work unless 
the government found a way to get some food to them. The 
government did that; a great effort was made in that direc- 
tion; and French coal production came up almost to normal. 

Conditions of life and work in France are extremely ex- 
asperating. ‘There are shortages in transport, there is hunger 
and cold, there is a backlog of malnutrition, especially in the 
children, but even in the older people, and there is the fail- 
ure of the incentives. The hope of security, either personal 
or national, seems almost lost. That is something we can 
give them if we can develop a policy in regard to France. 

I maintain that we should be interested in France, first, 
as part of the general world settlement; second, as the key 
to the European situation; and, third, because of the neces- 
sity to preserve what France represents, namely, human val- 
ues. French thought is always on a human scale. The 
French do not bring up programs which are going to force 
men into molds, or to force an economy into a rigid mold. 
They think in human terms, and that is something which 
is, unfortunately, getting a little bit rare in Europe in the 
changes of the last few years. 

The psychological base of the French nation is modera- 
tion, balance, and logic. Like us, they believe in ownership 
combined with liberalism. They have a deep concept of 
liberty, and by that they mean “liberty”, and they have a 
great creative power in art, in science, and I believe they 
will have it in industry. 

The French are still our best friends in continental Eu- 
rope. They are the most non-competitive of the big coun- 
tries, with the possible exception of China, which is not as 
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developed as France and her empire. And, we must remem- 


ber also, which we are a little inclined to forget, that France 
fought for us in three wars. 

Now, if you will bear with me, I would like to recom- 
mend a policy for this country in regard to France. If we 
want the continuance of the values France represents in 
Europe, let us conceive and implement a policy which will 
restore: 

One, France’s confidence in France. Give her responsi- 
bility, give her consideration, give her scientific and tech- 
nical aid. 

‘Iwo, restore France’s confidence in the United States of 
America. Give her material aid, money and goods, while 
we have got it. Let us show patience with the French prob- 
lems; let us not brush the French off and just say they are 
“ome more Europeans who get in our hair.” Let us avoid 
forcing France into a showdown situation where we say to 
her, “Either you do this or”. That is a psychological point, 
1 think, of the highest importance. Don’t drive the French 
to the wall, where they have got to make a final brutal deci- 
sion. And, make France regardless of her present regime, 
or future regime (because we must look at this as a long 
program) a matter of interest to Americans. And, we 
should enlarge and rationalize our own informational pro- 


gram in France. That, I hope, Mr. Benton will do. I 
know him, and I respect his talents very much. I hope he 
will not make just one policy for Europe and try to fit 
France into it. 

Then, I think the biggest point is that we must restore 
France’s confidence in constructive democracy. This is the 
toughest of the problems, because it devolves squarely upon 
us to set the example at home as well as abroad. But, France 
is the nation which will be the most quickly responsive to it. 
We must show France, and others, what we mean by democ- 
racy; how it differs from the democracy which is being in- 
stalled by the Soviet definition in Roumania and Bulgaria; 
and how it differs from British democratic imperialism. Let 
us show how it is an improvement on their own political 
democracy in that it gives a higher factor of production for 
use, something at which we in this country are unrivalled, 
while safeguarding human liberty and the rights of man, 
which are as dear to the French as they are to us. 

Let us show them how constructive democracy is, and will 
remain, consistent with the dignity of the individual, and his 
freedom of thought and action, while it brings him a full 
life, through his own productive ability and that of his 
fellow men in every land. 


Thank you. 


Establishing Labor’s Responsibility 
in a Free Society 


NO UNIONS WITHOUT SUCCESSFUL INDUSTRY 


By H. W. PRENTIS, JR., President, Armstrong Cork Company, Lancaster, Pa. 
Delivered before the Committee on Education and Labor of the United States Senate, 
Washington, D. C., February 5, 1946 


HAVE accepted the courteous invitation to appear be- 

fore you, which your Chairman, Senator Murray, ex- 

tended me, not because I claim expert knowledge in the 
field of labor relations, but because I believe it is the bounden 
duty of every citizen—when called on—to make whatever 
modest contribution he can to the solution of public prob- 
lems. And certainly no question confronting the nation 
today is more critical and difficult than that which this Com- 
mittee has before it; namely, the devising of a sound national 
policy to promote industrial peace. 

The gravity of the situation—taking into account its 
long-range implications—can scarcely be exaggerated. For 
history shows that no form of popular self-government can 

long exist in the face of acute class cleavage. ‘The strength 
~ of the American Republic in the past has rested on the fact 
that we have divided on vertical rather than on horizontal 
lines. In politics, for example, no party has represented any 
particular class at all. Labor troubles create class conscious- 
ness and class consciousness, if accentuated sufficiently, will 
eventually spell the end of liberty as we have known it since 
1776. If this tendency is to be avoided, the same basic rules 
must be applied to every group in the nation. Special priv- 
ileges, acquired either by legislation or by hunger for power, 
finally tend to create a state within a state which destroys 
freedom. As Woodrow Wilson said: “The business of gov- 
ernment is to see that no body or group of men, no matter 
what their private business is, may come into competition 
with the authority of society.” 

I was in Pittsburgh yesterday where a strike is in progress 
at our Company’s local plant. We had had no labor trouble 


there for 49 years prior to the passage of the Wagner Act. 
In this case, as in many others throughout the land, a small 
group of individuals, organized as a labor union, have arro- 
gated to themselves “the authority of society” by refusing 
admission even to the office building of Company employees 
who have nothing directly to do with the current production 
or shipping of products manufactured at that particular fac- 
tory. Even the Plant Manager is denied entrance unless he 
exhibits this pass, which I thought the members of the Com- 
mittee might like to see. 

I, for one, am no labor baiter. I was an advocate of col- 
lective bargaining—I prefer to call it collective negotiation 
—long before the Wagner Act was passed. As an American 
citizen, however, I submit that it is a sad travesty on Ameri- 
can: principles when government abdicates to a private organ- 
ization the right to determine who shall or shall not come 
and go peacefully over public highways to his place of busi- 
ness. To such an undreamed pass has the exercise of power 
without commensurate responsibility brought us today. 


GOVERNMENT'S Part IN LABorR RELATIONS 


Grave as the present picture is, the conditions that have 
led up to it are not of recent origin. They have been de- 
veloping for years. And those conditions cannot be remedied 
overnight. I earnestly hope, therefore, that instead of recom- 
mending piecemeal legislation designed to put out the present 
fires in the field of industrial relations, Congress will center 
its attention on over-all measures calculated to prevent labor 
conflagrations in the future. 

Government’s function in the prevention or minimizing 
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of industrial warfare should, it seems to me, be threefold 
in character: First, government should set the rules; second, 
it should provide machinery (along with the help of the 
courts) to administer those rules efficiently and impartially ; 
third, it should function as an umpire, not as a czar—except 
in the case of public utilities, whose rates are regulated by 
public authority. Government should stay out of the col- 
lective bargaining process, which can only be really effective 
when conducted on a free basis at as nearly the plant level 
as possible. 

There are many bills dealing with labor problems now 
pending before Congress. There are three measures, as I 
understand it, before this particular Committee. The Ellen- 
der Bill (S. 1661), the McMahon Bill (S. 1419) and the 
Ball-Hatch Substitute (S. 1661). Needless to say, I am 
in thorough sympathy with the objectives of all three of 
these bills; namely, to promote industrial peace. Measured 
by the three standards to which I have just referred, how- 
ever, none provides the comprehensive “‘fire-prevention” meth- 
ods and apparatus that the long-range problem requires. 


FUNDAMENTAL LEGISLATION NEEDED 


For example, fact finding is only one piece of the mecha- 
nism that, in my judgment, should be set up to handle indus- 
trial disputes. The procedure is useful, but limited in appli- 
cation (in the way in which it is currently being applied) 
unless we are prepared ultimately to adopt a planned econ- 
omy in which government would take full responsibility for 
our economic life. Fact finding with one corporation may 
indeed create a whole series of problems in other companies 
and industries. What has happened in recent weeks, I think, 
bears out the truth of that assertion. Hence I cannot regard 
the Ellender Bill (S. 1661) as the final solution of the over- 
all problem. 

Conciliation and voluntary arbitration are most important 
steps in promoting industrial peace, but, after all, they are 
only parts of the administrative machinery. They do not 
go to the roots of the difficulty. Therefore, in my opinion, 
the McMahon Bill (S. 1419) is only a partial palliative— 


not the remedy. 


THE Core OF THE PROBLEM 
The Ball-Hatch Substitute (S. 1661), it seems to me, 


probes deeper into the basic problem, since it requires both 
labor and management to negotiate in good faith to make 
and maintain collective bargaining agreements and provides 
that failure to do so is a violation of law subject to civil 
action in the courts. These stipulations are, moreover, ac- 
companied by carefully thought-out provisions for improved 
procedures in conciliation and voluntary arbitration and 
under certain conditions for special fact finding commissions. 
But even this substitute does not go, in my opinion, to the 
core of the nation’s present problem; namely, to require in 
the public interest that labor organizations assume legal re- 
sponsibility commensurate with the power they now possess 
under the laws of the land. Justice Brandeis hit the nail 
on the head when he said: “Industrial liberty, like civil lib- 
erty, must rest upon the solid foundation of law. Disregard 
the law in either, however good your motives, and you have 
anarchy. The plea of the trade unions for immunity, be it 
from injunction or from liability for damages, is as fallacious 
as the plea for lynchers.” 

But even the establishment of the principle that legal 
responsibility and authority must go hand in hand will not 
cure all industrial trouble. My personal conviction is that 


a certain amount of economic friction is inevitable if we are 
to remain free men politically, intellectually and spiritually. 
There are no labor disturbances in Russia because, as the 






Federalist Papers said in 1789, “Power over a man’s support 
is power over his will.” Certainly all of us will agree with 
the statement of Mr. Matthew Woll of the American Fed- 
eration of Labor some time ago: “American labor wants no 
trafic with European despotism which has destroyed free 
trade unionism and free private enterprise and has destroyed 
any voluntary form of collective effort in social, religious 
and economic fields.” 

So as free men, determined to remain free, we come back 
to the question: What can we do to minimize industrial 
friction without destroying our freedom on the one hand 
and without penalizing the consuming public on the other? 
Note that last phrase about the consuming public. I shall 
have something further to say on that point later. 


RESPONSIBILITY Must AccCOMPANY AUTHORITY 


Few men in history have demonstrated that human char- 
acter can maintain its integrity under the corroding influence 
of unbridled power. A former presidential candidate on 
the Democratic ticket once observed to me that men will do 
things out of the desire for prominence and power that they 
would never do for money. On the other hand, the assump- 
tion of moral and legal responsibility has a distinctly sobering 
effect on any man’s attitude and actions. Public servants, 
like you gentlemen who are trying to solve this perplexing 
problem of industrial relations, need no reminder of that 
fact. Responsibility and power must be joined in all fields 
of human endeavor if social disintegration is to be avoided. 
Their divorce leads ultimately to anarchy. 

If a man wants to be a general and exercise the authority 
that goes with the job, he must take responsibility for his 
brigade or his division. Otherwise there would be chaos 
in the Army. If a corporation executive aspires to such 
authority as now accompanies his position, he is required— 
and properly so—to assume legal and moral responsibility 
for all his actions 365 days in the year. While it is true 
that this responsibility may not have always been wisely ex- 
ercised, nevertheless the legal responsibility of business man- 
agers does exist in statutory law. The responsibilities of 
labor leadership must now be clearly fixed also. 

The arbitrary exercise of power brought down the Inter- 
state Commerce Commission Act on the railroads in 1887. 
The selfishness of great industrial combinations brought the 
Sherman Anti-Trust Act in 1890; the Clayton Act in 1914. 
Abuses in the security markets brought the Securities and 
Exchange Acts of the 30’s. Refusal to concede to labor the 
right to organize resulted in the National Labor Relations 
Act, and since organized labor has not found voluntary means 
of curbing its excesses, Congress should now do so in the 
public interest. 


LAcK OF RESPONSIBILITY BREEDS ExcEssEs 


As long as a labor organization can negotiate an agree- 
ment with an employer backed by the full authority of the 
federal government without being held legally liable for 
faithful performance, is it not obvious that that organiza- 
tion is likely to be more extreme in its demands than it 
would be otherwise? What would happen to our intricate 
business and banking structure if executive authority and 
responsibility were not bound in legal wedlock? For ex- 
ample, there are things our Company might do but which 
as its legally responsible executive head, I dare not ask it 
to undertake because I fear it could not carry them out, 
and failure to do so would involve the corporation in finan- 
cial or other difficulties. If I were freed of all responsi- 
bility as an executive, I hope I might prove to be a benev- 
olent autocrat but I am afraid I should soon go the way 
of other big and little dictators and think of my own 














372 


Vital Speeches of the Day 





interest or our Company’s interest almost to the exclusion 
of the welfare of the other fellow. There are exceptions, 
of course, but that is where many a labor leader—hard 
pressed by his adherents—finds himself today. Devoid of 
legal responsibility, he is encouraged, and sometimes com- 
pelled, to press his claims on the employer to such a degree 
that he allows his union to take on contractual obligations 
which it cannot fulfill. When the inevitable lapse occurs, 
the employer finds himself with virtually no recourse.  IIl- 
feeling, inflammatory statements, strikes and lawlessness 
ensue in a vicious spiral. Local communities not infre- 
quently find themselves in a state of civil insurrection, The 
right to negotiate collectively and the right to strike must 
and should be held inviolate in a free country. But the 
right to civil order, and the right to work so as to get the 
production that the nation so sadly needs to combat inflation, 
are equally sacred. 

Let me draw an illustration of the effect of legal respon- 
sibility from the moot question of freedom of speech in in- 
dustrial disputes. If I, as a corporation executive, make 
assertions that are biased or untrue in respect to a labor 
union, our Company can immediately be haled before the 
National Labor Relations Board for having indulged in an 
unfair labor practice. On the other hand, the labor leader 
is completely untrammeled in what he may say about me or 
our Company. Only a few days ago in a pending labor 
dispute, an important labor leader made the public statement 
that if a certain corporation broke even in 1946, it would 
receive refunds under the carry-back provisions of the Fed- 
eral Income Tax law. Apparently he was mistaken because 
the company in question did not earn enough in 1944 and 
1945 to pay any excess profits taxes whatever. Now suppose 
the labor leader who made that mistaken assertion could, 
under the law, be charged with an unfair labor practice. 
Is it not a reasonable assumption that he would have been 
more careful as to what he said and that he thus would not 
have thrown additional fuel on the flames of an already 
critical dispute? 


SouND PrincIPLES SHOULD UNDERLIE ALL PROCEDURES 


Industrial peace can be promoted only by requiring that 
responsibility and authority go hand in hand. Unless that 
principle is established, all of the machinery that can be 
set up for conciliation, mediation, voluntary arbitration and 
fact finding will never accomplish satisfactory results in 
protecting the public interest. One can hold this conviction 
firmly and yet have great sympathy—as I do—for the labor 
leader who finds it impossible to discipline his membership 
and at the same time holds his job. No man, of course, 
should permit himself to assume more authority than he 
can ethically and efficiently exercise. But the laws of the 
land should certainly be cast in such form as to help the 
labor leader maintain—with his membership—a sound posi- 
tion of responsible leadership. 


SUCCESSFUL INDUSTRY 
No UNIons 


WITHOUT 


In surveying the question of promoting industrial peace, 
we should never lose sight of the fact that the opportunity 
for a labor union to exist does not arise until some indi- 
vidual has had the initiative to establish a successful business. 
I think it is not too much to say that a successful economic 
enterprise is a desirable end in itself from the broad view- 
point of the well-being of the whole body politic. On the 
other hand, a well-run labor union—although fraught with 
deep social significance—is simply a worthy means to help 
accomplish that desirable end. So any action of government 
that results in reversing this concept and makes the union 


THere Wovutp Be -™ 


the desirable end and the enterprise merely the means by 
which the labor union can continue to exist, is bound to be 
disastrous in the long run to the national economy and our 
high standard of living. Hence in the interest of encourag- 
ing the development of new businesses and promoting the 
growth of those already established, it is essential, in my 
opinion, that some better balance in collective bargaining 
power between the unions and the employers of the nation 
be established as quickly as possible. 


KILLING THE GOLDEN GoosE 


Only last week there was an article on the front page of 
the Wall Street Journal for January 30th that illustrates 
that necessity in striking fashion. Three brothers by the 
name of Miller started a dairy four years ago at New 
Canaan, Connecticut. They put all their savings into it, 
worked themselves from morning till night and gradually 
built up a nice business producing Jersey milk of superior 
quality for local consumption. The Teamsters’ Union came 
along and called a strike of the seven or eight drivers that 
the Millers employed. When wage demands could not be 
met, the union sent 200 men from out of town to picket the 
Miller dairy. Women customers who came to get milk for 
their babies had their automobile tires slashed. For the 
owners to go ahead meant bankruptcy, and since the Miller 
brothers were not willing to adopt the union’s suggestion 
that they sell their business to a larger concern which could 
meet the Union’s demands, they simply went out of business. 
William Miller, in a concluding letter to the Union said: 
“You have won a brilliant victory. I applaud you—the 
golden goose is dead, the eggs, no more.” 


Tue RicuHt To Work Must Be UPHELD 


Take the case of Senn vs. Tile Layers Union (301 U.S. 
468) (1937). The employer who was a small contractor 
in Wisconsin, I believe, was willing to sign up for the 
union shop, even though none of his employees belonged 
to the union, but he found it impossible to accept the con- 
dition demanded by the union that he himself refrain from 
doing any of the work. So the union picketed his estab- 
lishment, notified architects and contractors that Senn was 
on the black list and ruined his business. Senn had four 
employees and the year before this situation arose, he netted 
only $1500 from his business. The Supreme Court in a 
divided opinion, held that under the Wisconsin law this was 
peaceful picketing and a “labor dispute.” The minority 
opinion pointed out that the union’s purpose was not to 
establish better wages, hours or other conditions of work 
but to compel Senn to quit working as a tile layer. Is it 
in accordance with the principles of American freedom that 
a man should not have the right to follow any of the com- 
mon occupations of life that he may select? Was there any- 
thing approaching equality of bargaining power in this case? 
If Mr. Senn had been provided under the law with adequate 
recourse againsts the all-powerful union that took such an 
arbitrary stand, the outcome would probably have been quite 
different and the old American ideal of opportunity and 
freedom for every one would have been upheld. 


CoMPLICATED DEALINGS WITH UNIONS HAMPER 
INDUSTRIAL PROGRESS 


This case among many others illustrates how important 
it is that in any remedial legislation that is enacted there 
should be clear-cut definitions of what wages, hours and 
working conditions as used in the Wagner Act, actually 
comprehend. The reports of the Committee on Manage- 
ment’s Right to Manage at the recent Labor-Management 
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Conference, clearly demonstrate that organized labor is not 
willing to draw any line between those matters in the opera- 
tion of a business that are properly subject to collective 
bargaining and those which are clearly the functions and 
responsibilities of management. ‘The result is that entirely 
too much of management’s time today is spent in defensive 
activity instead of being applied to the extension of the fron- 
tiers of existing business in order that there may be more 
job opportunities for all our citizens. The degree to which 
the minutiae of collective bargaining procedures have been 
carried in many instances is illustrated in an actual case 
quoted in an article by Mr. Daniel T. Pierce, Assistant to 
the President of the Sinclair Oil Company in the January 
1946 issue of the magazine, “Factory Management and 
Maintenance.” 

“The chairman of a workmen’s committee was called to 
the superintendent’s office to be reprimanded for loafing 
while he was supposed to be on his job. He did not deny 
the charge, but put in a claim for 15 minutes’ overtime 
occasioned by the interview. When this was refused, the 
international office demanded arbitration of the complaint. 
This necessitated the appointment of two arbitrators, and 
a conciliator of the Department of Labor as the third arbi- 
trator. No decision has yet been rendered, but the arbitra- 
tion is certain to cost the management, the union, and the 
government at least $500 in time and traveling expenses.” 

Obviously the method of handling grievances provided 
in a collective bargaining agreement should be fair and exact 
but union leadership that was required to assume responsi- 
bility would be encouraged to have the backbone to refuse 
to take up trivial and invalid complaints from the member- 
ship even though such complaints were insisted upon by in- 
dividuals or local groups. ‘Time does not permit a discussion 
of the serious impact on the functions of management of 
the iron-clad seniority rules that are now being written into 
so many collective bargaining agreements. If the present 
tendency is not arrested, the quality of leadership that has 
been responsible for the dynamic American economy of the 
past will deteriorate and the public interest will suffer. 


Goop ORGANIZATION SPIRIT VITAL FOR BUSINESS SUCCESS 


Perhaps the greatest problem that faces any business man- 
ager is the creation and maintenance of esprit de corps in 
his organization. No matter how good the plant and equip- 
ment may be; no matter how excellent the raw materials 
and product engineering; no matter how much capital may 
be available, it is “the spirit that quickeneth.” And no or- 
ganization can achieve high efficiency unless there is a dom- 
inant loyalty to the corporate organism of which the em- 
ployee is part. The present inequality in bargaining power 
is driving a wedge between the employer and his employees 
which makes it increasingly difficult for even the best inten- 
tioned management to develop and maintain such loyalty. 
Yet the spirit and willingness to do, growing out of loyalty 
to the enterprise of which one is a member, has been one of 
the major factors contributing to the driving power of our 
American economy. ‘Today, and I am not criticizing labor 
leadership for so doing—the union leader seeks to have the 
employee focus his devotion on the union rather than on 
the enterprise of which the employee is a part. Union leader- 
ship—with some outstanding exceptions—usually feels too 
little responsibility for the success of the business with which 
his union is connected. The employer is frequently belittled. 
The employees’ suspicions are aroused. Distrust is substi- 
tuted for confidence. The union gains while the enterprise 
on which it lives is hampered and the national economy 
suffers. 


EXERCISING SocIAL STEWARDSHIP 


No one would be more willing than I to acknowledge 
that management has failed at times to discharge its social 
stewardship in dealing with employees. However, it must 
be recognized also that organized labor of the United States 
has now come of age. It is no longer an infant industry. 
The arguments formerly used to justify legislation and 
judicial decisions granting special privileges to labor—be- 
cause it was the underdog—no longer hold water. To pre- 
serve a free society there must be checks and balances on all 
groups: governmental, economic, educational, etc. Thus 
extremes are counter-balanced and reasonable social equili- 
brium is preserved, provided all men and groups stand equal 
before the law. The only alternative of an economic system 
in which there are checks and balances obtained by reasonable 
equality of bargaining power, is outright government con- 
trol. Neither business, nor labor, nor the public wants that. 
We shall, however, drift into some such situation if business 
on the one hand does not exercise intelligent social steward- 
ship in its day by day decisions and if labor leadership proves 
it is unwilling to accept legal and moral responsibility in its 
administration of all of the notable gains it has achieved in 
recent years. 


SHOULD THE PusBLic Pay ror LABor PEACE? 


Greatly to the regret of all friends of the labor move- 
ment, there has developed a tendency on the part of the 
unions to make the public pay for labor peace. In the early 
days of the railway unions, for example, when management 
rode high, wide and handsome in the saddle of uncontrolled 
power, there were good sound economic and humanitarian 
reasons for defining a day’s work on a train, as eight hours 
or a run of one hundred miles. But the public asks today, 
is there any reason why it should pay a Pennsylvania Rail- 
road engineer on a fast electric train running from Wash- 
ington to New York—something over two hundred miles— 
two days’ pay or more for about four hours’ work? Or is 
there any valid reason why it should cost $112.00 more to 
distribute a carload of vegetables through the New York 
City market than in neighboring regions that are free of 
labor union exploitation. Mr. Thurman Arnold cites that 
case in an article in the Reader’s Digest for June 1941, along 
with many others. The Congressional Record and the re- 
ports of the Congressional committees for years past are re- 
plete with information showing the degree to which one- 
sided laws and the legal interpretations thereof permit Mr. 
Petrillo and others like him to conspire not only against 
employers but against the public in matters that bear little 
or no relationship to wages, hours, health, safety or working 
conditions. If management indulged in practices that are 
now legalized for unions, management would properly be 
cited for violation of the Sherman Act and of the Clayton 
Act. Is the maintenance of such a situation in accordance 
with the public interest? Is it not a sine qua non of popular 
self-government that all men and all groups must stand equal 
before the law? ‘The attitude of mind created by the lack 
of legal responsibility finds growing expression in slow- 
downs, lawless picketing and utter disregard for the em- 
ployers’ and the public interest in jurisdictional disputes. 


JurispicTioNAL DispuTES INDEFENSIBLE 


One of the most grievous disappointments that I had 
as a member of the recent Labor-Management Conference 
was that labor leadership proved unwilling to bring forward 
a voluntary plan to eliminate disputes between unions them- 
selves—in the face of which the employer is absolutely help- 
less. Since labor leadership takes that position, it becomes 
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the duty of Congress, as I see it, to provide legal procedure 
for the resolving of jurisdictional disputes with adequate pen- 
alties for violation of the decisions reached. As President 
Truman indicated to the Labor-Management Conference, 
strikes as the result of such controversies are indefensible. 

The right to work freely at a lawful vocation of one’s 
own choosing was regarded as so obvious and undebatable 
by our forefathers as not even to require specific mention 
in the Bill of Rights. In the Turgot Edict of 1776 in 
France—which was well known to them—by which the 
industries of France were emancipated from the previous 
State monopolies, we find this affirmation: “God, in creat- 
ing man with necessities, has compelled him to resort to 
labor, and has made the right to labor the first, most im- 
prescriptible right of man.” And a Justice of the Supreme 
Court of the United States in an early decision stated: 
“There is no more sacred right of citizenship than the right 
to. pursue unmolested a lawful employment in a lawful 
manner.” 


PRESERVING DEMOCRATIC PRINCIPLES 


The processes of democracy are hard to establish and 
maintain in any field of human effort. They can only be 
preserved in the political sphere if the citizen is free to ex- 
press his satisfaction or displeasure through the exercise of 
freedom of speech, freedom of petition, freedom of assembly 
and the secret ballot. How can the worker maintain his 
freedom if similar privileges are denied him through any 
form of union organization? Theoretically such rights may 
still exist under the closed shop; practically they do not. 
The actions of management are not only under legal control, 
but are regulated every day by the reactions of employees, 
customers and stockholders. The employee may refuse to 
work; the customer may refuse to buy the product; the 
stockholder may sell his stock. In a free society it cannot 
be otherwise. Similarly, if the labor union is to be a truly 
great instrumentality for the preservation of human freedom, 
it must be equally willing to subject itself to appropriate 
checks and balances. None of the coercive or undemocratic 
racketeering aspects of trade unionism can long exist, if 
members can resign when they see fit and management is 
free to employ any qualified individual whether he is a 
union member or not. 


“Union Security” Nor NECESSARY FOR UNION GROWTH 


In discussing the difficult question of the closed shop or 
any form of so-called union security, we should always keep 
in mind that closed shop agreements and check-off are un- 
known in England and Sweden and the check-off specifically 
forbidden by law in the Railway Mediation Act in this coun- 
try. ‘The absence of “union security” in these instances 
has certainly not inhibited the growth of union influence and 
power.” In this connection I want to endorse very heartily 
the approach to this subject in Section 23, Paragraph 8, of 
the so-called Ball-Burton-Hatch Bill (S. 1171) introduced 
in the Senate in June 1945. 

And now to sum up as briefly as I can my own suggestions: 

1. Whatever legislation is enacted should provide defi- 
nitely that both labor and mangement should stand equal 
before the law. This means that the Wagner Act and the 
Norris-LaGuardia Act should be amended and the immun- 


ities now enjoyed by the unions under the Sherman Act 
removed. 

2. Provision should be made for the enforcement of col- 
lective bargaining agreements by providing that unions as 
entities can be sued for damages, and that defaulting unions 


or their members shall lose their rights under the Wagner 
Act. , 


3. Existing machinery for resolving representation ques- 
tions can be made more useful and the public interest better 
protected by affording the employer greater access to this 
procedure. 


4. Adequate machinery should be available for the full 
use of conciliation, mediation and voluntary arbitration. 


5. Procedure for fact finding (which as recently used 
amounts almost to compulsory arbitration) should be con- 
fined to public utilities which vitally affect the health and 
safety of the public, and whose selling prices are regulated 
by public authority. 

6. The definition of “employee” in the Wagner Act 
should be amended to exclude all persons who devote their 
time to managerial functions. 


New LeEcIsLaTION SHOULD Cover WHOLE PrRoBLEM 


Besides the three bills presently before this committee, 
namely, S. 1661, S. 1419 and Substitute S. 1661, there are 
also pending before the Senate and House a number of other 
measures dealing with labor relations. Whatever measures 
are enacted should cover the whole problem. Principles 
and procedure are of equal importance. The setting up of 
machinery which some of these bills propose will not be suffi- 
cient to accomplish the desired objective. The rules must 
also be established and the fundamental principle underly- 
ing those rules is to require the assumption of equal legal 
responsibility by both labor and management. ‘The chassis 
and the body of labor relations legislation must be joined 
together if we are to minimize industrial disputes. 

Without attempting to go into too much detail, what- 
ever legislation is enacted should be drawn with the fol- 
lowing basic principles in mind: Recognition that monopo- 
listic and unfair practices in the field of labor are as harmful 
to the public interest as similar practices are in either manu- 
facture or distribution; recognition that employees are en- 
titled to choose their representatives without coercion of 
any kind; recognition that employees have an equal right to 
join or not to join a labor organization; recognition that 
while employees have the right to quit work, either indivi- 
dually or collectively, they have no right to prevent others 
from working or any right to intimidate customers or their 
employers. In the interest of employees, no strike should 
be permitted which has not been approved by a secret ballot 
by those directly involved. 

In revising the rules, the terms “‘rates of pay, wages, hours 
of unemployment and other conditions of employment” (as 
used in the Wagner Act) should be clearly defined. Cog- 
nizance should also be taken of the fact that collective bar- 
gaining between employers and employees should never be 
used to compel either party to surrender basic principles, or 
to permit them to establish collusive agreements between 
themselves to the disadvantage of the public. To insure 
union responsibility, legislation should provide for the dis- 
tribution of audited financial reports to members, the regular 
election of union officers at reasonable intervals by secret 
ballot, and the prohibition of unreasonable initiation fees 
and dues as well as political contributions. In the public 
interest, all of these legal restrictions have long been applied 
to business. In the public interest, they must now be applied 
to organized labor also. 


Democracy MEANS SELF-RESTRAINT 


Lord Moulton, the great English lawyer, asserted that 
there are three areas of human conduct: At one pole, the 
area of complete freedom—to eat what we want or to fall 
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in love with whomever we please; and at the opposite pole, 
the area of legal control—laws against thievery, murder, 
etc. The segment in between he termed “the area of good 
manners.” Obviously, the more that labor and management 
can broaden this in-between area by voluntary adherence to 
high standards of conduct in which the public interest is 
placed above all group interests, the less will be the area of 
governmental intervention. Representative democracy is 
that kind of government in which self-restraint is substituted 
for external restraint. So if labor and management really 
want the spiritual, intellectual and political blessings that 
our Republic brings, we will conduct ourselves accordingly. 
I tremble to think what will happen to our whole system 
of government if we in labor and management cannot find 
a satisfactory solution of our problems by peaceable negotia- 
tion with equal legal responsibility on both sides. If we 
constantly call in government to settle our difficulties we 
shall finally arrive at compulsory arbitration and rear a 
Frankenstein monster that will ultimately devour all the 


Industrial Civil 


liberties that we hold so dear. We both know what hap- 
pened to labor and management in Italy, Germany and Rus- 
sia long before the recent war broke out. With the destruc- 
tion of the freedom of labor and the freedom of management 
in those countries, also went the abolition of civil, religious 
and political liberty. 

If management will universally do its utmost to make 
collective bargaining work successfully ; if it will universally 
refrain from any semblance of unfair practices such as labor 
union baiting in any form, or discrimination against any 
man who wants to join a union; if labor will relinquish its 
efforts for any form of coerced union membership; if the 
labor union will regard itself as an integral part of the busi- 
ness enterprise in which it operates and give support to 
management in the intelligent handling of wage rates and 
the maintenance of production efficiency—only by such pro- 
cedure can America remain the land of the free, in which 
our children will continue to enjoy the blessings of liberty 
long after we are gone. 


War Must End 


“A WAR BETWEEN AN ORGANIZED CLASS AND THE AMERICAN PEOPLE” 


By NICHOLAS MURRAY BUTLER, President Emeritus, Columbia University, New York, N. Y. 
Delivered at the Annual Meeting of the Pilgrims of the United States, New York, N. Y., January 23, 1946 


GAIN it is a privilege to offer greeting as we take 
our place at the beginning of another year in the his- 
tory of our modern civilization, and what a year it is 

certain to be! We must realize that we ourselves have been 
living through the most amazing period in the whole history 
of the civilized world. We have been engaged by every 
effort which we could command in the defense of our 
fundamental institutions of civil and political liberty. On 
the field of battle we have, happily and fortunately, won 
that war. 

We have been at war for thirty years. It has become a 
habit to speak of the First World War and the Second 
World War, but, as a matter of fact, there has been only 
one World war, which began on the first of August, 1914, 
and ended with the surrender of Japan on the battleship 
“Missouri” last July. It is true that hostilities were sus- 
pended in 1919, following the Treaty of Versailles, but 
nevertheless, the war spirit continued. It was exhibited in 
many ways and constantly manifested itself in the relations 
between peoples supposed to be civilized, until finally, on 
the Ist of September, 1939, it broke out again in military 
contest with the invasion of Poland. It came to an end 
only with the surrender of Japan. 

That long and terrible experience has moved the whole 
world. Not only have their been millions upon millions of 
lives sacrificed, lives of dear ones, but the earnings and sav- 
ings of the civilized world for generations have either been 
spent or obligated. 

Fortunately, we are looking forward to a wiser and a 
safer world. The public opinion of the world has been 
deeply moved and now there is an effort, a very genuine 
effort, for which we wish all success, to organize this world 
of ours in a way which will establish and maintain peace 
and enable us to go forward with the development of our 
democratic and orderly society. 

But just as this war has been won, another war, a war of 
very alarming proportions, has broken out in the United 
States of America and also to some extent in Great Britain. 
That is the industrial civil war which is now being carried 


on in such extraordinary fashion. We must realize the 
danger which we face. We have a situation in which our 
Government is permitting groups which organize for self- 
interest, so to act as to attack the whole people of the United 
States, no matter where they may be. 

The attack which is being made in the form of industrial 
war is nominally made upon an employer, whether indi- 
vidual or corporate, but, as a matter of fact, it is made 
upon the whole American people. The reason is that our 
civilization is extremely complicated. Our interdependence 
is so great that what happens in the State of Maine, let us 
say, and would seem to be local, affects immediately men, 
women, and children on the Pacific Coast and in the South. 
There is no longer any way of confining this form of indus- 
trial war to those who are supposed to be the nominal com- 
batants. It is an attack on the social order. 


We must realize that the lockout is an act of war. We 
must realize that the strike is an act of war. Neither should 
be permitted by our Government much less encouraged and 
endowed. 


If these controversies and differences between various 
groups of our population are to be carried on in good order 
and with regard to the welfare of the entire peuple and 
the protection of the fundamental principles of our demo- 
cratic organization and our social and industrial life, we 
must have these acts of war forbidden by our Government 
and punished, instead of being permitted and endowed. 


The situation is so serious that action must be taken 
promptly. The war, this industrial civil war, is absolutely 
wrong in principle and false and misleading in practice. It 
cannot possibly achieve the end which it has in view. If 
carried on indefinitely, it can only result in undermining and 
breaking down those principles of law and order and organ- 
ized society which we have just been engaged in defending 
on so huge a scale on the field of battle in every part of the 
world. The situation is desperate. 


On the other hand, it must be realized that the objects 
for which this civi! industrial war is carried on are fre- 
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quently admirable. We desire, surely, that the wages and 
the salaries of the manual worker shall be adequate to enable 
him to maintain an orderly and a fortunate life for himself 
and his family. There should be no imposition by employer, 
whether individual or corporate, upon the manual worker. 
The way in which to bring this about is by peaceful appeal, 
by negotiation, by arbitration and, if necessary, by judicial 
hearing and judicial determination. It is not a question 
of whether wages and salaries should be increased. It is a 
question of what steps are permissible and appropriate in 
order to bring about that increase. Industrial civil war is 
not permissible and must not continue. 

We are face to face with a situation which our Govern- 
ment should have dealt with effectively several years ago. 
They have been holding back out of fear of political re- 
prisals. Let us serve notice upon the members of the federal 
legislative bodies that there is to be an election in November, 
and that those who fail to defend and respect the funda- 
mental principles of our Government and the interests of 
the whole American people, will be given permission to stay 
at home. 

What we need is intelligent, constructive, and forward- 
facing legislation which will prevent industrial civil war 
but will lead to the solution of the problems which have 
brought that industrial civil war into existence. I repeat, 
with the utmost emphasis, the wages and salaries of the man- 
ual worker should be in all respects adequate. ‘They should 
not be held down to the lowest possible level. However, 
that solution should be reached in an orderly, a peaceful, 


and a constructive fashion, and not by civil war affecting the 
whole nation. 

Imagine men, women, and children in all parts of the 
country being without heat and light in these desperately 
cold winter days, because there is a strike in the mines of 
Georgia or Tennessee! Imagine children and invalids who 
require milk for their daily diet, deprived of it because, on 
account of this civil war, that milk cannet be delivered! 
Imagine a hundred industries crippled because the great 
underlying steel industry is unable to operate! 

We must realize, and realize clearly and frankly, that 
this war, no matter what is said, is not a class war at all. 
It is a war between an organized class and the American 
people. The American people must require their repre- 
sentatives in Government, executive and legislative, to with- 
stand this war and to open the door to the solution of the 
problems which have given rise to it, in constructive, in 
generous, and in forward-facing fashion. 

No manual laborer in this country today should be al- 
lowed to remain in want, or in unhappiness. He. and his 
wife and children should have an income which will enable 
them to live in peace, in quiet, and in good order, but they 
should not be permitted to wage industrial war to bring 
that about. The people should bring it about constructively 
and affirmatively themselves. 

We have won the military war. We have put behind us 
those appalling facts which constitute its history. Now, my 
fellow Pilgrims, we must bring to a quick end the industrial 
civil war. The industrial civil war must end. 


The Fight Against Inflation 


CONTROLS AND SUBSIDIES STILL NECESSARY 
By CHESTER BOWLES, Stabilization Director of United States 
Delivered over the radio, Washington, D. C., March 2, 1946 


AST week, when I told you about my new job as 
Stabilization Director, I said I was confident that 
the Nation’s new all-out attack against inflation will 

succeed, provided all of us—business people, farmers, work- 
ers, people in industry—pull together. 

I don’t think I’d have been willing to take on my new 
assignment if I didn’t believe you people were all as deeply 
aware as I am that this is a crisis. 1 think you fully under- 
stand that some drastic methods may be necessary if we're 
going to keep prices and rents from going higher. And I 
know I can count on you for support. 

The American people all realize that this new fight must 
be settled now or never. And it has to be settled the right 
way because the whole future of our economy is at stake. 

But if you have listened to some of the wiseacres in Wall 
Street and elsewhere you might have the impression there’s 
no sense at all in making a fresh start. Inflation’s already 
here, they say. Why try to combat it any further! 

You'll hear a lot of this dangerous irresponsible talk dur- 
ing the next few weeks. Why? Because the Price Control 
Act is now before Congress for action. The Price Control 
Act which gives your Government authority to set ceilings 
on the prices and rents you pay expires on June 30 and is up 
for renewal now. The lobbyists and pressure groups and 
speculators want to defeat that law. They'd like to get you 
to throw up the sponge, remove the controls, and start push- 
ing prices and rents higher and higher. ‘Their tactics are 
designed to send millions of people into the market to buy 


and hoard goods—to break our stabilization controls and 
push rents and prices up. Then the profiteers hope to get 
rich and get out before the crash comes. 

Now, all this talk is part of a studied campaign to deprive 
you of the protections that have served us all so well thus far— 
protections which are more necessary than ever today. To 
me the issue is very plain. Many pressure groups are in 
effect conspiring against the American people. And I, for 
one, am determined that the pressure groups aren’t going 
to win. 

Let’s apply the yardstick of common sense and see what 
the facts are behind all this pumped-up propaganda. 

I think I can show you that thus far inflation has been 
kept in check, certainly far better than in any previous war 
period in our history. I’m going to run right through a list 
of items that go into everyone's cost of living. Let’s take up 
each one in turn and see what’s what. 

Let’s start with rents. 

If you’re like millions of other families in this country, 17 
cents out of every dollar you spend goes to pay rent for the 
house you live in. Has there been any inflation in that large 
part of your cost of living? You know the answer to that 
as well as I do. 

If you live in an area that’s under rent control—and 90 
percent of the people in this country do—the chances are 
20 to 1 that the rent you’re paying today is the same as it 
was more than 3 years ago. 

That certainly doesn’t sound like inflation to me, particu- 
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larly when you remember that many rents doubled and 
tripled in the 2 years immediately after the last war. The 
people who scream that inflation is already here certainly 
can’t be thinking about the record of the last 3 years on 
rents for housing. 

Of course, we all recognize that rents for offices and stores 
and commercial properties such as stores and office space 
have gone up outrageously in many communities. Although 
I’ve asked for authority to check these rises in commercial 
rents many times, Congress has never authorized anyone to 
put on controls. They’re entirely outside the field of rent 
control. But the inflation in business rents proves what 
would happen to the rent in your housing if controls were 
removed or unchecked. 

But perhaps the boom and bust boys who tell you infla- 
tion’s already here are thinking about food prices. Forty 
percent—almost half—of most families’ living expenses go 
for food. Now what has happened to food prices? 

Well, in the early days of the war food prices began to 
rise rapidly. When we did get them under price control, 
our machinery wasn’t entirely effective. The whole idea of 
controlling food prices in an emergency was new, and we 
didn’t have the experience and the know-how to do a really 
good job. 

But about 3 years ago we got a strong grip on rising 
food prices. We did it, in part, by using a weapon against 
inflation called subsidies. Most of you know that subsidies 
are special payments—by the Government—to farmers and 
meat packers, and others who produce and pack your food. 
When the costs of producing food are unavoidably increased, 
subsidies cover the additional costs and make it possible to 
keep down the prices you pay in the store. 

Subsidies kept down the prices you paid for butter, cheese, 
milk, bread and canned goods during the war, and made all 
meat cuts just about 10 percent cheaper. 

Now, what’s happened to food prices since we got that 
strong grip on them in May 1943? 

Well, the Bureau of Labor Statistics tells us that food 
prices have actually gone down about 1 percent in the last 
2% years. But if you are anything like me, you're a little 
leery of statistics. You want the good, hard facts as you get 
them from the grocery stores or from your own food bills. 

So, today I brought along some big full-page food advertise- 
ments from some of our Washington newspapers. One set 
of ads was printed during the latter part of May 1943, al- 
most 3 years ago. The others were published just the other 
day. Let’s compare a few food prices. 


In May 1943 meat prices were actually a little higher 
than they are now. Here’s pork sausage for example. It 
was 37 cents a pound 34 months ago. It’s 33 cents today. 
The statistics say that canned goods are about the same now 
as they were in May 1943. And my ads show that canned 
green beans—just to pick one item—were 13 cents then and 
are 12 cents today. Grade A milk was two quarts for 23 
cents. The price is the same today. 

I could go on right down a long list. Cereals, for in- 
stance, are about the same. A pound of oatmeal was 9 cents 
then. It’s 10 cents today. Bread was 8 cents a loaf in 
1943. It’s 8 cents today. Waffle mix, 20 cents a package 
then and 20 cents today. 

Now these are Washington, D. C., prices. Your home 
town prices may vary a penny or two one way or the other. 
You can check what’s happened to prices where you live by 
going to a newspaper office and looking at their files or com- 
pare the food ads of May 1943 with those of today. Do 
that and I think you’ll agree that, anyway you carve it, the 
propagandists are barking up the wrong tree when they try 


to tell America’s housewives that food prices have not been 
held. 

Of course, you may occasionally run into some chiseler 
who charges you over the ceiling price for food. And if you 
like fancy, imported olives and other high-priced foods, your 
total food expenses may be a little higher. But the story on 
most basic foods is that they’re about the same as 3 years ago. 

Compare that with the first year after the 1918 armistice 
when food prices more than doubled. We haven’t let any- 
thing like that happen this time, and we’re not going to. 

Food prices have been held, but only as a result of hard, 
persistent fighting to keep food prices down. We've hung 
on and hung on. Can we continue? I assure you that we 
can if we get the price-control law renewed in its present 
form, and if Congress gives us the authority to keep food 
subsidies on. Without food subsidies food prices would go 
up about 8 percent overnight. You can’t be for price con- 
trol and against subsidies. They belong together if we're 
going to keep prices down. 

Well, it’s pretty plain that we haven’t got inflation in 
food and house rents. But what’s the situation in things 
like fuel, electricity, and ice? Let’s take a few more of the 
prices Washington people pay. A hundred gallons of fuel 
oil cost $10.30 in May of 1943. A Washington householder 
pays $8.80 for the same amount today. That’s nearly $2 
under the price in 1943. Chestnut coal costs a few cents 
more a ton. And kerosene is a little higher. But electricity 
and gas prices are about the same as they were 3 years ago. 


You've heard a lot about price increases for steel. What's 
really happened then? Steel has increased only 11 percent 
in price since 1940, whereas steel prices almost tripled after 
the last war. And the things you buy that are made out of 
metal, don’t represent a large part of the average family’s 
cost of living—actually only about 9 percent—and that in- 
cludes goods made out of copper and aluminum as well as 
steel. 

I can assure you that most metal appliances are coming 
out at or near 1942 prices. If there are any necessary price 
increases they will be small. 

I wish I could report that clothing prices had been held 
as well as prices for food and rents and other cost-of-living 
items. Over and over again I’ve pointed out that this was 
the poorest job that both Governmen: and industry have 
done during the war period. The veteran who goes out 
to trade his uniform for civilian clothes notices it particu- 
larly, because he usually wants to buy several items all at 
once. Let’s take just a moment to see what caused the 
trouble. 

In the first place, the job of trying to set prices on thou- 
sands of different clothing items in hundreds of different 
styles and qualities would be staggering at any time. In 
wartime, with 40 percent of our fabrics going into uniforms 
and tents and tarpaulins it was worse. Because more people 
had more money to spend and were ready to buy just about 
anything, the demand for clothing of all kinds was never 
so high. At the same time some manufacturers who usually 
made plain white cloth for shirts or house dresses shifted to 
making fancy print cloth on which they could make a higher 
profit. Others shifted from making low-priced garments 
to higher-priced things for the same reason. That’s why 
some of you ladies have had trouble finding a good $5.95 
dress, or low-priced, good-quality play clothes for the 
children. 

But the fact remains that the clothing end of the job was 
bungled. 

Now, however, I think we’ve got a better grip on the 
clothing problem. Last week I told you we were going to 


LAGI T IS ik I TES 





















































Ne alr Re iE me 














378 


Vital Speeches of the Day 





go back to some of the wartime methods of control on cloth- 
ing, to the methods we used to make sure that the Army 
and Navy would get the uniforms they needed. Textile 
mills will be required to make definite quantities of certain 
essential materials that are needed for men’s white shirts, 
inexpensive house dresses, sheets, pillow cases, and items of 
that sort. And we will use a system of priorities to see 
that the manufacturers of the more essential kinds of clothing 
get first chance to buy these materials. And OPA price 
controls will see that the garments made under the new 
program come to you at prices you can afford to pay. 

Bad as the clothing situation has been, it is going to get 
better. I have heard more and more often during the past 
few weeks that there is a lot of improvement. The stores 
are selling more and more inexpensive, well-made items. 
And remember, we also have this consolation. Clothing 
prices have not tripled as they did after the last war. 

Now, let’s take a minute or two to sum up all this talk about 
inflation. In the first place, there’s no inflation in house 
rents. There’s no inflation in the kind of food items most 
people buy every day. We are doing all right on our fuel 
and electricity. Clothing is not so good, but it’s getting 
better. These are the items that make up about 75 percent 
of your cost of living. Then where is this full-blown in- 
flation the propagandists are screaming about? 

Well, for one thing it’s in the 75-cent haircuts that used 
to be 40 cents. Why? Because we haven’t any control 
over such prices, although I’ve pointed out repeatedly that 
there should be controls. 

It’s in the 90-cent movie admission, and the $25 perma- 
nent waves. Why? Because here again we have no author- 
ity to set price ceilings, though we've often asked for it. 


It’s true that there’s a wild inflation in the stock market. 
Why? Again because there has been no lid to hold down 
the inflation. 

Real-estate prices and rents for stores and office space, too, 
have soared like a rocket ship, right out of this world. 
Why? Again the story is—no controls. More than once 
up in Congress I’ve pleaded for legislation that would give 
protection to you people who have to buy homes now by 
putting ceilings on the prices of homes—both old and new. 
But the Government as yet has no authority to stop these 
wildly inflated sales. There’s a bill before Congress now 
that would effectively squelch this reckless trading in urgent- 
ly needed homes. The passage of that bill, in my opinion, 
is a “must” requirement right now. 

These fields where prices are zooming because there are 
no controls point up one lesson very plainly. It doesn’t 
take a college professor to see what would happen if the 
price ceilings on your food and clothing and the other basic 
items in your cost of living were ripped off now—as the 
Association of National Manufacturers and others have pro- 
posed—or if the profiteers who are itching for higher prices 
and higher rents could have their way. 

Don’t listen to these greedy pied pipers who are trying 
to turn America into one gigantic auction block with their 
frantic cries that prices are going up. Don’t be stampeded 
into buying something you don’t need. And don’t let the 
pressure groups and the propagandists tell you that higher 
prices and higher rents are bound to come. Inflation can be 
stopped—it has been stopped—it will be stopped. It’s going 
to take guts and determination on the part of all of us, but 
as long as there’s adequate authority to do the job your rent, 
food, clothing, and other prices will be kept in hand. 


Our Domestic Policy 


THE VICTIMS OF PROFIT SQUEEZE POLICY 


By ROBERT R. WASON, President, Manning, Maxwell & Moore, Incorporated, and President, National Association 
of Manufacturers, New York, N. Y. 


Delivered before the Economic Club of New York, New York City, March 13, 1946 


HE problem of our domestic economy is the recovery 

of our freedom. ‘That must be our domestic policy. 

In thirteen years of peace and war, the Administra- 
tion has progressively reduced the economic freedom of the 
individual. 

Before the war, controls assumed by the Administration 
reduced the liberties of all the people. The emergencies of 
war accelerated the reduction. 

Now, with the war ended, the Administration would pro- 
long and perpetuate war controls which prevent full produc- 
tion and lower the American standard of living. 

‘The savings of the people have been spent to increase the 
Administration’s control over them. The wealth-creating 
processes of the economy have been stifled by regulations 
that are enforceable only through new, added controls. 

Domestic policy consists of an exchange of concessions to 
pressure groups in anticipation of votes. 

‘The crude oil of politics fouls up the high octane of pro- 
duction. 

The CIO economic plan, which the Administration has 
made its own, contends that purchasing power should be in 
the hands of labor. Wages to labor are only part of total 
purchasing power. 


Dividends also create purchasing power. The crops of 
agriculture create purchasing power. The services of pro- 
fessional men create purchasing power. ‘The salaries and 
wages earned in distribution create purchasing power. 

Now that the war is ended, it is clear that the Adminis- 
tration has learned nothing about the economy’s functioning. 
Wage increases are enforced at the level of peacetime wages 
plus wartime increases, plus 60% of war overtime increases, 
without equivalent increases in production of goods. 

Collective bargaining at a plant level has been displaced 
by Administrative decisions in Washington. 

Governments are man-made. ‘They derive their power 
from the consent of the governed. When the Government 
buys its power with prodigal gifts in exchange for controls 
at the expense of the thrifty, it endangers every citizen of 
us. Some may not see the danger because of the benefits 
obtained. Many are deluded by the abundance of money 
caused by the war. 

Never was the prospect for prosperity greater than on 
V-J. Day. Now, months later, the nation, which ought to 
be creating prosperity and wealth for all, suffers convulsions 
and multiplies shortages because the Administration has 
abandoned equity and justice. It has become partisan. 
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The Administration’s subservience to CIO is now clear. 
The path toward collectivism which it implies is now plain. 
Every American should be concerned about their unwilling 
progress toward a Government-controlled national economy. 

In recent weeks, your liberties have been reduced as surely 
as the Stamp Act or the Navigation Act reduced the liber- 
ties of the Colonists in the eighteenth century. 

In the CIO-US Steel wage dispute, even the OPA finally 
admitted that wages enter into the prices of goods. 

Under its newest plan, the OPA intends that increases 
in prices, if any, are authorized to compensate partially for 
wage increases, will be held to the below-normal level of 
profits earned during 1936-39. That was a period, as the 
OPA admitted on an earlier occasion, when six out of ten 
of the nation’s companies were operating at a loss. 

Actually, OPA’s plan will penalize business further by 
the difference in the 17% tax rate of that period and the 
38% tax rate of now. 

It also will penalize business by denying profit for in- 
crease in volume. 

Does Stabilization Director Bowles expect production 
to climb on red ink and continued losses? 

By preventing profits and thereby preventing production, 
he can yet drive our economy down to the level of 1936-39— 
or lower. 

With shortages that cause high prices, with strikes that 
reduce production, with subsidies that increase inflation, with 
discouragements that reduce venture capital, the Adminis- 
tration can yet reproduce the ten million unemployed of 
1936-39, now, when the opportunity for full employment is 
greater than ever before in American history. 

The Administration predicted eight million unemployed 
for this precise time. It required wage increases to prevent 
deflation at a time when money in the hands of the people 
was six times the total money of 1933. It created inflation 
instead. 

The Administration will never stabilize our economy that 
way. It can paralyze it. 

The present confusion is made possible only by an admin- 
istration so concentrated against profit that it can see noth- 
ing else. 

The new wages that the Administration sponsors, and 
finally requires, may be 50% above pre-war wages. It 
denies profits beyond the 1936-39 level, which was 50% 
below normal. 

Enterprise cannot hire men until it first hires money. 
The job comes next. The saleable products for use come last. 

No one has anything to sell until he has first made it. He 
cannot get the money to start making it unless the hire of 
money is assured—unless there is a prospect of profit. 

Savings result from postponement of the enjoyment of 
earnings. They buy the tools that create jobs. Income on 
business savings may be in dividends or profits. 

The right to a profit arises from the fact that the man 
who has savings to hire out does not have to hire it out. 
If he hires his money out, he is letting someone else spend 
it at his risk, to produce goods—goods that he would not 
have bought himself, be they buildings, working materials, 
or production machinery. 

The investor buys income for the use of his savings through 
time as the worker acquires salary and wages through time. 

If there is no fair income, he has not got a fair price for 
the money he let go. He won’t let you have any more. 
Why should he? 

Jobs can’t be filled by blowing a whistle. For each man 
put to work in manufacturing enterprise, $6,000 must be 
invested by someone. 


Profit is the inducement offered to the investor by husi- 
nessmen wanting to establish, enlarge, or just operate a 
business. 

Profits are not something exacted. They are something 
offered. 

The right to sell at a fair profit is as fundamental to our 
economic freedom as the right to a job at fair pay. 

The greatest contribution that American industry gives 
to the postwar period is its solvency. Except industry re- 
main solvent, employees will be fewer or none. 

A busted business provides neither goods nor jobs. 

To remedy our economic paralysis, to recover prosperity, 
requires individual effort from every responsible citizen in 
this room and in this nation to get OPA ceilings taken off. 

If and when OPA ceilings are taken off, there may be a 
rise in prices, but such price increases will be corrected by 
competition producing goods which are now prevented from 
coming on the market. Industry will stifle inflation with 
production when permitted by the Administration to do so. 

Historically, we have never had runaway prices on a ris- 
ing production trend. Runaway prices cannot be expected 
unless the Government runs the presses that print the money. 

This country has grown great in the belief that free and 
fair competition alone is an adequate regulator of profit. 

The price mechanism is as automatic and impersonal as 
gravitation. It cannot be bought or sold for votes. Subsi- 
dies disturb its operations. They hide true costs but must 
be paid. 

Competition has been our historic reliance that private 
enterprise will serve the public to a higher degree than 
otherwise obtainable. 

A fair competitive profit varies with skill, occupation, 
locality, business climate and individual initiative. The ele- 
ments are so independent that they are not subject to effec- 
tive control. 

No one in Washington or New York knows what 3,000,- 
000 independent businesses of these United States are doing 
in time to direct them intelligently. It can only be done 
arbitrarily and at a loss to the economy. 

The present attempt by the Administration to direct them 
is a rejection of the profit-and-loss system, and of its free 
market, in favor of a controlled economy. 

The OPA attack on profit is impractical and irresponsible. 

The Administration admits that its plans to hold the price 
line haven’t worked. 

Within the past two weeks, Congress has heard official 
testimony on the expected rise in the cost of living. Stabili- 
zation Director Bowles hoped it would not rise over 5%. 
Reconversion Director Snyder said the rise might be in be- 
tween 5 and 10%. Chairman Eccles of the Federal Re- 
serve Board started his estimated cost of living rise at 10%. 

If subsidies are taken off, an additional 8% would be 
added to living costs. Actually, the 8% is being paid, but 
hidden. 

Mr. Bowles himself has clearly acknowledged the neces- 
sity of the incentive of profit to secure adequate production. 
He did this by advocating subsidies for food and other agri- 
cultural products supposedly under price ceilings. ‘Thereby 
he made them cost more, but the public was supposed to 
think otherwise, because the advances show up as taxes or 
borrowings instead of directly on the price tickets. 

OPA does not deal with inflation, except to accelerate it. 
It deals only with the symptoms of inflation by hiding them. 

Manufacturers see this more clearly than the general 
public. Therefore it is their responsibility in the light of 
their practical experience to make clear how the Adminis- 
tration’s wage-price policy works out. 
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In attacking profit, the Administration is attacking the 
motive power of our economy. It is attacking our chance 
of recovery to full production and jobs for all. 

Profit is what distinguishes private enterprise from social- 
ism. It is what makes private enterprise go. 

If OPA is given a further mandate in its attack on profit, 
it will inevitably put the Government in business where 
private investment used to be. 

The domestic economic policy of the Administration, if 
there is any, therefore leads directly to the statism that our 
sons and nephews fought to destroy in all parts of the world. 

There are collateral needs, of course. They depend on 
realizing the primary objective of economic freedom. 

In labor relations, the objective of both management and 
labor should be industrial peace. The NAM recognizes 
the legal right of workers to organize, or not to organize, 
as they choose—and to bargain collectively through repre- 
sentatives of their own free choice, if they so desire. 

Industry seeks equality before the law—for both labor 
and management. Industry also seeks recognition of the 
right of management to manage. 

In fiscal policy, the magnitude of the national debt drama- 
tizes its connection with the welfare of all citizens. It calls 
for a tax structure that will preserve the incentive to invest 
and produce. Fundamentally, the only fiscal policy that 
can deal with inflation is production. 

The Administration has no realistic plan to balance the 
budget. Until it is balanced, we cannot sweep back the 
rising tide of inflation. 

There are plans to keep the budget unbalanced. Adminis- 
tration representatives travel America and abroad to invent 
and create new Causes that pressure groups will support. 
These are being offered as concessions in anticipation of 
votes. This Administration policy, if pursued, must gradu- 
ally reduce a rich people to poverty. 

The tax structure must quit suppressing enterprise. 

The domestic policy of the Administration should serve 
with equal justice labor, agriculture, distribution, industry, 
and all the white-collar workers of the nation. 

The NAM holds that national prosperity can be achieved 
only when there is a properly balanced relation between 
these divisions, in a free, private economy. Only then can 
they all produce at high levels. 

Our first concern remains. This Administration is asking 
for a renewal of its power over wages and prices—that 
means, over our economic system. 

The test of its incompetence is what it has overlooked. 

As a closing instance, the new wage-price policy of the 
Administration will have the effect of wiping out Small 
Business while reaching to control Big Business. Like the 
throttling of production, this is apparently one of the re- 
sults of the profit-squeeze that the Administration has not 
foreseen. 

Here is what is happening: 

- There are 2,700,000 business establishments in this coun- 
try which have only one to three employees, or are indi- 
vidual businesses with no paid employees. 

The Administration talks of cutting down the dividends 
paid out of the profits earned by business. It overlooks the 
fact that, at this smallest level of business, the profit is the 
businessman’s living. It is his wage—his subsistence. 

Cut down his profit, and you cut him down. 

There is no natural line of demarcation between Small 
Business, Medium and Big. According to the Department 
of Commerce classification, however, Small Business in 1939 
gave 8,000,000 jobs and produced 43 billion of goods and 
services. 

The Administration has overlooked the massive impor- 


tance of Small Business. If it is sunk by the profit-squeeze, 
it will leave a hole big enough to sink the whole economy. 

Big Business crowds the headlines. Small Business makes 
our nation. 

_ The social significance of Small Business goes far beyond 
its economic aspects. 

It is the means of expression and development of the 
individual possessed of enterprise. It is like home-owning in 
making for civic and moral stability—in addition to its eco- 
nomic contribution. 

It is enterprise which had no advantage of wealth of any 
kind except as it created wealth. It began in the ambitions 
of small folk trying to succeed. 

The Small Businessman is the laundry operator, the serv- 
ice-station operator, the grocer, the haberdasher, the lawyer, 
the doctor. The farmer is a Small Businessman. The Small 
manufacturers are nine times as numerous as Medium and 
Big manufacturers combined. 

Every man in Small Business has risked his savings in 
the expectation that he can earn more out of his individual 
efforts than he can obtain from any other employer of his 
services. 

The Small Businessman pays as he goes. His investment 
is much more in working capital than in surplus. If he had 
a large surplus, he would not be a Small Businessman. 

Earned surplus gives Big Business capital with which to 
make a turn. For Large Business, the curtain can be delayed 
until there is need for more capital. With the profit-squeeze, 
the curtain for Small Business is quick. 

The Administration gives no indication of understanding 
the effect of the profit-squeeze on the Small Businessman. 
He is the new Forgotten Man. He will be the first casualty 
of the new wage-price policy. 

The second casualty will be the free economy. Without 
the Small Businessman and his total contribution of goods 
and services, we will never produce goods to fill the market 
and rid it of Governmental controls. 

If the next crisis is solved by further controls, as in Ger- 
many and in Italy, then free enterprise in America will be 
sunk. 

President Truman says this is the year of decision for 
America. We can’t wait a year. 

There is a jam of unspent money, of unbought goods, of 
unbuilt homes, of enterprise retarded, of inventions to be 
made, of farms not tilled, of crops not raised, of products 
not marketed. 

No one can measure the energies of millions of Americans, 
thwarted and expressing only fractions of the abilities they 
possess waiting for Government interference to end. 

Your speaker believes in America. He is confident about 
its final future. He is not speaking as a partisan, any more 
than Hatton W. Summers, Texas Democrat, retiring after 
33 years in the Congress. His opinions appeared in Sunday’s 
paper. He describes the loss of our liberties: 

“By concentration of governmental power and drafts 
upon the Federal Treasury, we have now a financially 
‘busted’ great piled-up mass of governmental confusion 
beyond human comprehension, impossible of democratic 
control, extravagant, wasteful, inefficient, and by its na- 
ture the instrumentality of favoritism, tyranny, oppres- 
sion, and corruption and the destroyer of the self-reliance 
and self-respect and governmental capacity of the people, 
qualities without which no people can remain free.” 


Congress now considers measures which will determine 
our future freedom. If your liberties are further reduced, 
your indifference contributes to their reduction. The re- 
covery of our freedom must be our democratic policy. 
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forum, devoted as it is to one of the most vital of all 

issues on the American scene. That issue is, of course, 
free enterprise versus shackled enterprise; or, expressed in 
other terms “private ownership versus public ownership,” 
or “individualism versus collectivism,” or “the American way 
versus the alien way.” 

These are not just words or meaningless generalities. 
This is a real issue, a burning issue, an issue worthy of our 
mightiest endeavor on behalf of freedom and against our 
beloved America taking the road to serfdom. 

It is particularly appropriate that we here take our stand 
on behalf of free enterprise in this great industrial city of 
Buffalo, this city of many races and creeds and colors blended 
as one into the American pattern, this city which furnished 
so vast a proportion of the sinews of war and thus enabled 
us to keep America free. 


|: IS truly a pleasure and an honor to address this 


THE Investor’s LEAGUE AND Its VirAL Work 


Yes, it is more than appropriate that it is the Investor’s 
League, led by your distinguished president, Dr. B. C. 
Forbes, which sponsors this forum. I have followed with 
interest and admiration the series of stimulating forums al- 
ready held and planned in the future by your league. 

Yours is an inspiring challenge: to protect and advance 
the interests of the American investor and in so doing, to 
protect and advance the American way—the way of politi- 
cal, economic, and social health and freedom. 

Yes, I am certain that you will prove adequate to that 
challenge. You have met here in order to gain new strength 
and information for your crucial work. You have entered 
into this forum to get a healthy “shot in the arm,” the kind 
we all need. It is the kind we need, particularly at times 
when not our confidence and belief in the American way 
but the confidence of some may wane a bit. Why does their 
confidence wane? It wanes because the American mind has 
been assaulted from every side by synthetic collectivist think- 
ing. 

I am certain, however, that your confidence in the Ameri- 
can way, the investor’s way, the free way is still very high. 
You may ask me why I am so confident? It is because I 
am talking to leaders, to men and women in the forefront 
of the battle for free enterprise in their community, to men 
and women battling to keep America American. I am talk- 
ing to men and women who recognize that we of this gen- 
eration are but the trustees of the great values bequeathed 
to us, and which we must pass on to future generations vital 
and unimpaired. 


AMERICANS WorkK Out THEIR Own SALVATION 


On uplifting and challenging occasions such as this, I 
am often reminded of a story about man working out his 
own salvation. 

“There was an old colored man named Mose who, dur- 
ing the depression, had no home to go to. He wandered up 
and down the highways and byways of the Southland. He 
had no worldly possessions, only a singing heart. He was a 
real singing Sam, but he had no place to rest his head. Once 
there was a white man like that. He was called Jesus of 
Nazareth, and of Him it was said, ‘He was so poor that 
He had no place to lay his head.’ 


“This colored man roamed up and down the Southland. 
One day he was told, ‘Mose, you can go up there in that 
half-acre lot. There is an old shack there that you can live 
in.’ Mose went there, and he found that the shack was in 
very bad condition. 

“The windows were broken, the shutters were about ready 
to fall off, the doors were falling off their hinges, and the 
roof was caved in. The half-acre lot was filled with weeds, 
stones, and poison ivy. 

“But Mose went to work. By the next spring, Mose 
had fixed up the little shack. He had put the doors back 
on the hinges; he had repaired the windows and the roof, 
and he had painted the little building. Roses were climbing 
over it. Out in the half-acre lot the weeds and rocks were 
gone. Flowers were blooming there. Just about then the 
old colored parson came by. He said, ‘Mose, you and the 
Lord is sure done a good job here.’ Mose replied, ‘Parson, 
you should have seen it when the Lord had it alone.’” 

Mose didn’t brood over the situation; no more should 
we. He had work to do; so have we. 

Now, my fellow citizens, the meaning of this little story 
is clear. It is that every one of us must work out our own 
salvation in our own way, seeking divine guidance, but using 
our own brains and brawn, our own initiative, our own 
God-given talents, to handle our own problems, fearlessly. 
So, too, everyone of us, individually and collectively, must 
help work out the salvation of America—fearlessly. 

This means eradicating the weeds of communism, the 
rocks of loose thinking, the clutching vines of class hatred 
and intolerance, self-pity, and resentment. 

You remember the words of Dante: “Give light and the 
people will find their own way.” 

He meant light—truth, not synthetic thinking. That 
is what we are seeking here today—light, truth. That is 
what all of mankind is seeking in this complex, atomic age 
with its startling discoveries and rapid changes. 


THE Investor’s Key Rote 


There are few, if any, more important roles to be played 
in the continual growth and progress of our dear country 
than that of the American investor. Why? Because it is 
the investor who provides the financial means for private 
enterprise to continue to expand so that our people may 
have an ever and ever higher standard of living. 

But before we go any further, let us see what this system 
is. 

The system of private enterprise is a system of human 
relations where all men are free to work at tasks of their 
own choice, to invest their resources at their own discretion, 
and to enjoy the fruits of their labor and of their investment. 

Free labor and free investment are two sides of the same 
coin. You cannot have one without the other. You cannot 
destroy freedom of labor without destroying freedom of in- 
vestment. A system where men would be assigned to work 
by the Government or by unions, where men could not ac- 
cumulate savings, where they could not invest those savings, 
where their investments were not protected but were instead 
confiscated and without due process of law—this would not 
be a free system. You and I need but look to Europe today to 
observe how these conditions exist in countless countries. 
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THe MEANING OF “INVESTOR” 


Now, when we speak of investors we mean both material 
and spiritual investors. 

By material investors we mean those who have invested in 
homes, in stores, in small and big businesses, in tools of their 
trade—the dentist’s and doctor’s equipment, the carpenter’s 
tool kit. These men and women are sustainers, builders, cre- 
ators of jobs and of wealth. 

Of course, the most obvious example of material investors 
are the 85,000,000 holders of United States war bonds, the 
70,000,000 holders of life-insurance policies, the 40,000,000 
bank depositors, the fifteen and more millions stockholders 
and bondholders. 

We know how crucial these financial investments have 
been to our country. We know how the purchase of war 
bonds enabled our Government to finance the war program, 
how private life insurance policies insure the security of our 
people, how bank deposits prove so vital in times of personal 
emergency and, too, when things run smoothly. 

We are also aware of the indispensable role of the stock- 
holders and bondholders, It is they who have made our sys- 
tem of small and large businesses possible. It is they who 
have enabled America to be technologically head and shoul- 
ders above all the rest of the world combined. 

Statisticians have estimated that it takes an average of 
$7,000 of capital investment to create a single industrial job 
today. Without that $7,000, the job cannot be created nor 
continued. Every year there is an addition of 700,000 new 
workers to our labor force. That means that there must be 
an investment of $7,000 times 700,000 workers or about 
$5,000,000,000 in investment capital simply to provide jobs 
for new workers. 

Where does that capital come from? From the great mass 
of small investors, the men of industry, of thrift, of vision. 

It is these small investors, 425,000 of them, who hold 
stock in the great General Motors concern; 700,000 of them 
hold stock in the American Telephone and Telegraph Co. ; 
270,000 hold stock in the Radio Corp. of America. 

When we speak of these corporations, we must think of 
the investors in them, just as we must think of their labor 
and their management. The investor, the laborer, the man- 
ager, these are the three pillars of our industrial structure. 
Each must be free of termites, of wreckers. Each must be 
free to make its greatest contribution to the whole. Each 
must work as a teammate with the others. 


THe INvestroric AGE 


For too long has the role of one of the vital members of 
this team—the investor—been ignored and misrepresented. 
Actually, as | have indicated, the investor, by making his 
savifigs available to management, has become a key man to 
\merican industry. So true is this that your able forum di- 
rector, Mr. William Jackman, has called ours an “investoric 
system.” 

This is indeed an investoric age, an age when it is abso- 
lutely necessary that great masses of men and women be 
encouraged to invest soundly and wisely so as to expand and 
develop our complex system. 

Since 1870, over 15 million new jobs have been created in 
15 major industries brought about by new inventions. Had 
investment money not been available to stimulate the de- 
velopment of these inventions, the auto industry, the aircraft 
industry, plastics, electronics, and so on would not have 
developed to their present advanced stages. 

It was the industry, the inventive genius and accumulated 
savings of our forebears which in the brief span of 150 years 
have brought us the highest standard of living in the world. 

Even before the war, America, with only 7 percent of the 


world’s population and 6 percent of the world’s land surface 
possessed 71 percent of the world’s autos, 59 percent of the 
world’s telephones, 52 percent of the radio sets, 31 percent of 
the railroad mileage. 

Our entertainment and recreation facilities, our educa- 
tional system, our health surpass those of any power on earth. 


THe TerrisLe ALTERNATIVE OF COLLECTIVISM 


And yet, there are those in our midst—collectivists in word 
and deed—who would divide our house, who would tear 
down our industrial structure, who would make investments 
insecure and then confiscate those investments, who would 
replace our way of life with the slavery of bygone days and 
of today. We call that slavery stateism or collectivism or 
communism, 

The alien way is apparent in Russia today in its economic 
system, in its political system, in its utter disregard of what 
we call the democratic way—the way of the Bill of Rights. 
We know that Russia has experienced centuries of submerged 
thinking and living—the past of the czars and the revolu- 
tion. But before any American should be persuaded by the 
glib tongues of those who think that the Russian way should 
be exchanged for the American way, we should see what 
that way is. 

Private property there is the exception. Her farmers are 
as serfs on their collective farms. Labor is regimented like 
soldiers. She has practically no middle class. 

Many of the Russian people may be happy. They did a 
great job in this war. But they do not know freedom of 
speech, freedom of press, freedom of religion, freedom of 
assembly, trial by a jury of their peers. With our back- 
ground, we could not be happy without those freedoms. 

How could any clear-thinking, fair-minded man or woman 
be willing to trade our way of life for Russia’s, our freedom 
for her slavery? 


THE MENACE OF COLLECTIVISM HERE 


And yet there are considerable numbers of vicious-minded 
or misguided individuals who would lead our beloved land 
down the road to serfdom. 

It is these collectivists in our midst who seek to poison our 
minds against the investoric system. They picture the investor 
as a worthless parasite, as a bloated plutocrat. They try to 
smear the builders, the creators of wealth—men like the 
Fords and Rockefellers—and make them appear as enemies 
of Main Street. 

They try to create a landless, homeless, rootless so-called 
proletariat—a mob of wreckers who would tear down our 
society. 

We must antidote this collectivist poison. You ladies and 
gentlemen, through your national organization, your publi- 
cations, your forums, your industrious Washington repre- 
sentative, Mr. Nathan J. Paulson, you have a genuine article 
to sell in this investoric system—this American system. You 
have a job on your hands to bring light, to bring truth, so as 
to dispel ignorance and misunderstanding. 

You have a righteous cause in upholding the investor—key- 
men for industry, for prosperity—man of thrift, of initiative, 
of vision—the farmer, the small and big businessman, the 
professional. 

You have a right to prove that Wall Street and its ex- 
changes, wisely and soundly administered, are the friends of 
Main Street and are absolutely dependent on Main Street. 


You have the right to uphold as an ideal not the so-called 
rootless proletariat but the homeowner, the small and big 
businessman, the stockholder, the bondholder—men and 
women with roots, with stability. 
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Tue Sicns or CoLvectivisM HERE 

Your challenge is an inspiring one, and it is not an easy 
one. Already, there are many signs of collectivism contest- 
ing our way of life. One symptom I have already cited— 
the poisoned propaganda against investors. But there are 
also deeds and conditions which would undermire the posi- 
tion of the investors and thus undermine our system. I 
will name six of these “wrecking” conditions: 

1. The unbalanced budget: With Government deficit 
financing blowing up the national debt balloon—now almost 
$300,000,000,000—until it bursts and inflation results. 
Then the collectivists expect to pay off the debt with worth- 
less currency, although such payments would ruin our 
people. 

2. An octopus bureaucracy with a stranglehold on agricul- 
ture and business, sending out arbitrary orders, nuisance 
questionnaires and incomprehensible directions. I wish that 
you could be in my office for one or two days to hear the 
factual stories of the small and large businessmen who write, 
wire and call me about bureaucratic maladministration 
which is holding back production. 

3. Government competition with private enterprise: We 
need only to look around us to see how Government today 
has invaded innumerable spheres of private enterprise and is 
apparently seeking to drive private enterprise to the wall— 
in utilities, in lending functions, and in many others. 

4. A throttling tax system which punishes initiative in- 
stead of encouraging it, which deprives men of the fruits of 
their labor and of their investment. 

5. A despotic centralization of authority which, through 
the bait of money, takes away from our States and localities, 
functions which are rightfully theirs, which discourages 
them from solving their local problems at their local level, 
which sends them running to the Federal Treasury for more 
and more handouts. 

6. The rule by a segment of our population: Racketeering 
labor bosses who dictatorially command what amount to 
field armies of men. These bosses can order strikes which 
can paralyze our Nation, which can lay us open helpless to 
atomic and rocket invasion. These bosses can levy tribute 
upon the consumer, upon management, upon labor itself. 


THE COUNTERATTACK AGAINST COLLECTIVISM 


Yes, these are six conditions which warn us of worse con- 
ditions to come, ending finally in stateism, in a situation 
where there are no economic, political, or social checks and 
balances but where power is centralized, unopposed and 
capable of going to any excess. And let me say, my fellow 
Americans, that this system of checks and balances, this sys- 
tem of three separate branches of Government, of big and 
little business, of investor, laborer, and manager is the very 
woof and warp of our American way of life. 

Well, how are we going to preserve this system? How 
are we going to counterattack collectivism ? 

Let me suggest six ways. Other ways will occur to you, 
I am sure: 

1. We must balance the Budget and make the Federal 
Government live within its means. We must reduce the 
national debt and demobilize useless agencies and jobholders. 

2. We must get rid of those in Government who are 
activated by a master complex, who do not recognize their 
function as public servants, who do not recognize public 
office as a public trust, who do not believe in the system of 
private profit and private enterprise. Get Government out 
of the “red” and the Reds out of Government. 

3. We must get Government out of spheres which right- 
fully belong in the hands of private enterprise. 

4. We must set up a tax system that is simple, clear-cut, 
and follows plans of justice and equity. 


5. We must encourage local initiative and local self-reli- 
ance, rather than dependence upon the Federal Government. 

6. We must curb the racketeer in labor just as we must 
curb any racketeers in management. We must provide for 
the responsibility of unions before the law, for publicized 
union finances, for democratic union elections. We must 
prohibit strikes in utilities and nation-wide industries and 
provide for compulsory arbitration as a last resort to prevent 
strikes and to insure continuous production. 

This country belongs to all of us—to the general public. 
It does not belong to this segment or that segment, but to all 
segments—the working, saving, investing public. 


CLEARING Up Basic TERMS 


I know that a collectivist hearing my views and recom- 
mendation might falsely denounce them as “reactionary.” I 
do not want to bandy terms about, but I say that it is the 
collectivists who are the reactionaries. It is they who would 
turn the clock back. It is they who would return us to the 
dark ages of slavery, who would force us back to the days 
before there was a constitution, a bill of rights, a system of 
checks and balances. 

I, for one, seek to conserve the best that is in America, to 
conserve our investoric system, to conserve our unsurpassed 
standard of living, our constitutional way of life—protection 
for all American rights. I want progress in the American 
way. If that makes me a conservative, then I am one. 

There are too many folks about who are mistakingly called 
liberals who are liberal only with other people’s money, who 
are prodigal with other people’s resources and other people’s 
liberties. 

Their program is “Tax and tax, spend and spend, elect 
and elect”—not the American program—that is an alien 
program. 

Your program, on the other hand, to encourage prudent 
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investment, to safeguard such investment, to get full pro- 
duction is an American program. 


SPIRITUAL INVESTMENT 


My fellow citizens, we have seen that the investor is a 
keyman for American prosperity. We have seen the ways 
in which our investoric system may be developed. 

But at an earlier point I referred also to spiritual in- 
vestors, and to the old colored man, Mose, who worked out 
his problem. 

I feel I would be remiss if I did not emphasize as my 
concluding theme the importance of spiritual investment. 

You and I know that money and material values are but 
means to an end, not ends in themselves. Man must not 
make money a fetish. An individual in our great land may 
accumulate much worldly possessions by dint of ingenuity 
and industry. But he can’t take those possessions with him. 
There are no pockets in a shroud. 

While he is here on earth, his wealth gives him added 
responsibility to use it wisely—with discretion and judgment. 
It is his responsibility to help bring light to other men. “Ye 
shall know the truth and the truth shall set you free.” It is 
confusion, ignorance and darkness, which make wreckers 
of men. Truth antidotes these evils by begetting poise and 
judgment. 

The material investors of America have the responsibility 
of wise spiritual investment. ‘Man does not live by bread 
alone.” In this great land, we do not count only our mate- 
rial blessings. Far from it, we reckon our spiritual blessings 
as the supreme blessings. These are the blessings that give 
us that inner glow of a job well done, that inner glow of 
growth and fruition. 

But just how may we invest spiritually? 


May I cite 
three ways? 


They are the ways of the great, humble man 
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whose birthday we celebrated earlier this month—Abraham 
Lincoln. They were the ways, too, of the Father of our 
Country—George Washington. 

Lincoln, in particular, the lowly backwoodsman, the 
humble rail splitter, invested spiritually in faith in God and 
the common man, in love of the Republic, in humor. 


His faith moved mountains. His faith was the substance 
—mark you, the substance—of things hoped for, the evidence 
of things unseen. His was the kind of faith that prompted 
an old darky to say: “Lord, there ain’t nothing that you and 
me can’t handle.” 


Lincoln’s love of the Republic, of its freedom, its oppor- 
tunities, its checks and balances was another investment that 
could never fall in value. 

So, too, was his humor, his use of mirth—of a wholesome 
yarn, to refresh men, to release their taut nerves so they 
could work out their problems. 

You and I can invest, too, spiritually—restoring, strength- 
ening, and broadening the spiritual foundations of the Re- 
public. You and I can hold unlimited shares of preferred 
stock in faith, in humor, in love of the Republic. You and 
I can help make the home, the school, and the church still 
stronger foundations of the Republic. 


CONCLUSION 


My fellow Americans, I have stated that yours is a great 
challenge—a gallant challenge—to bring light so that our 
fellow citizens will understand the job of the investors of 
America. 

I conclude with this thought: You, ladies and gentlemen, 
leaders, trail blazers, will rise to that challenge. 

You will be adequate. Of this I am certain. 


You will 
be adequate. 
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